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››Dear readers

Dr. Joerg Wolle
President & CEO of DKSH.
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Welcome to the sixth issue of expand,
DKSH's annual magazine that explores the
topics and issues relating to Market Expansion Services. In this edition, we explore in
depth the theme of service innovation. As
demonstrated in the Second Global Market
Expansion Services report, jointly published
in September of 2012 by Roland Berger and
DKSH, service innovation is vital for Market Expansion Services providers. It is an imperative because it not only allows companies
to stay ahead of their competitors, but also
creates long term market advantages. This
means that Market Expansion Services providers must not only deliver excellent core
services, but also offer continuous service innovations tailor-made to the needs of their
clients and customers.
Together with Roland Berger Strategy
Consultants' second analysis of the Market
Expansion Services industry in Asia, this independently produced Roland Berger Market
Report (Continued attractive business opportunities in Asia for market expansion services),
predicts a strong industry market growth rate
of 8.3 % per year for the region from 2012
through 2017. This study was conducted to
revisit and update the findings of the first
study conducted in 2011, and like the initial study, it focuses on four key industries:
fast moving consumer goods, healthcare
products, engineered products and specialty
chemicals. Geographically it looks at Greater
China, North East Asia (including Japan) and
South East Asia.

As detailed in our cover stories, to successfully
capture Asian consumer demand requires
insight that cannot be earned overnight,
and market expansion services partners need
more than just insight – they must be able
to customize their service offerings to fit the
exact requirements of their clients. By working with partners such as DKSH, the leading
provider of Market Expansion Services with a
focus on Asia, multinationals as well as small
and medium-sized enterprises can focus on
their core competencies, while leveraging on
DKSH's infrastructure, deep local market expertise, and relationship network to successfully position, adapt, introduce and market
their products to Asia. By forging such partnerships, companies not only create new opportunities for growth, but also acquire the
competitive edge that they need to outperform the competition.

With best personal regards,

Dr. Joerg Wolle 				
President & CEO, DKSH Holding Ltd.
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Doing business in Cambodia

FactBox
About Cambodia
Capital
Phnom Penh
Size
181,035 sqkm
Population
14,952,665
Density
81.8/sqkm
Ethnic groups	86.3% Khmer
5.0% Vietnamese
4.7% Chinese
1.5% Cham
2.5% Other
Currency
Riel (KHR)
GDP
USD 36,010 billion
GDP per capita
USD 2,361
Government type	Unitary
parliamentary
constitutional
monarchy
Drives on the
right
Calling code
+855

››
››
››
››
››

››
››
››
››
››
››
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Doing business in
Cambodia
Ti Hwei How, General Manager, Vietnam and
Cambodia, of Astra Zeneca, tells expand about
Cambodia's evolving economy and improving
healthcare infrastructure.
››Beset by troubles for a large part of the

20th century, sustained economic growth
in the past two decades has seen Cambodia
emerge into the global spotlight for business and commercial reasons. Located in the
south of the Indochina Peninsula, Cambodia
is a member of the Association of South East
Asian Nations (ASEAN). Its economy grew
at almost 10 % per year between 1998 and
2008, and achieved a healthy 7.3 % growth
rate in 2012. The country ranks 85th on the
World Economic Forum's Global Competitiveness Report 2012-2013, up from 97th
position in 2011-2012.
Should Cambodia achieve its stated target of 7 % GDP growth in 2013, it would
become classified as a lower-middle-income –
rather than a low-income – country. The
World Bank defines lower-middle-income
countries as having a GDP per capita of
between USD 1,006 and USD 3,975, and
Cambodia's 2013 growth is projected to raise
its GDP per capita to around USD 1,080.

"Cambodia's GDP grew
by 7.2 % in 2012"
Cambodia's GDP grew by 7.2 % in 2012,
driven by robust consumption and investment,
according to the Asian Development Bank.

DKSH's magazine for Market Expansion Services

Inbound investment is also thriving. In 2012,
Cambodia received more foreign investment
per capita than China.
These upward economic curves are good
news for Ti Hwei How, General Manager,
Vietnam and Cambodia, Astra Zeneca, a
global biopharmaceutical company that focuses on the development and commercialization of prescription medicines, primarily
for the treatment of cardiovascular, metabolic,
respiratory, inflammatory, autoimmune, oncological, infectious and neurologic diseases.
Astra Zeneca's presence in Cambodia
dates to 1996, when its first drug license was
registered. While still a comparatively small
market in Asian terms, the pharmaceutical
sector in Cambodia is developing approximately in line with the growth of the overall
economy – and the future appears promising.
"Cambodia has a sizeable population
of around 15 million, and the economy is
expected to continue growing in high singledigit terms in the coming years. As a result,
increasing purchasing power will become evident in all sectors," says Ti Hwei How.
With regard to healthcare, the nation's
infrastructure has shown significant improvements in recent years, particularly in
urban areas. "We are optimistic about the
development of healthcare services in Cambodia," says Ti Hwei How. "In the capital,
Phnom Penh, the hospitals are improving
in quality, and NGOs are also building new
hospitals with excellent facilities and ser-

vices. Beyond the big cities, there is a need
for better infrastructure, and as this develops and more patients address the healthcare issues they face, there will be a greater
demand for high-quality, innovative drugs."
In addition to the infrastructural challenges, another key issue for Cambodia's
healthcare sector to address is the transparency of tender and purchasing processes. "If
you don't have transparency in the tender
process" says Ti Hwei How, "it is difficult to
become involved in important public sector
projects."
Astra Zeneca and DKSH work closely
in Cambodia to support long-term growth
in the pharmaceutical sector. "We have partnered with DKSH for a long time, and have
a small sales and marketing team which
operates from the DKSH office in Phnom
Penh. We rely on DKSH to manage the
team day to day in the logistical, commercial and HR aspects of the business. It has
been very successful," says Ti Hwei How.
As Cambodia's economy grows and
diversifies, the opportunities and challenges
may well overlap, but local market expertise will remain essential. "Finding the right
partner is very important. Navigating the
local environment can be challenging. We
are very appreciative that we have worked
with DKSH for many years. Both companies share the same values about compliance
and business ethics, and this continues to
make our collaboration stronger."
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Utilizing IT infrastructure to
improve service delivery
A scalable information technology backbone can be
instrumental to improving service delivery and enhancing
bottom-line performance. By Gary Bowerman.
11 Benefits of shared IT services
Creating industry-specific IT tools
12 IT solutions in healthcare
	Utilizing new functionalities
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As a critique of IT capabilities, the 2013
Financial infrastructure – can banks afford not
to change? report published by Intellect, a UK
technology industry association, reached a
painful conclusion.

"The ever increasing complexity and frailty of the
technology infrastructure
that underpins many banks
across the financial system
means that banks do not
truly know their own operations and customers"
10

"The ever increasing complexity and frailty
of the technology infrastructure that underpins many banks across the financial system
means that banks do not truly know their
own operations and customers." Ouch.
The blame for this situation, which has
wide-ranging implications for British banks,
customers and regulators, was attributed to
incremental shifts in IT policies over a long
period of time. In essence, "bolt on" changes
to existing systems were preferred over investment in business-change programs. The
result is every CIO's nightmare, a legacy
of systems, networks and databases whose
complexity and disorganization inhibit the
implementation of strategic policies to cut
costs, streamline processes and improve performance.
This is a salient example of mismanaging an IT strategy, particularly as shared IT

service solutions enable businesses to utilize
the added-value services they require. "Modern information technologies allow companies to control their value chains in real time
and gain relevant customer insights. Market
expansion service providers with a scalable
IT platform are best suited to benefit from
this trend that will become even more important in the future," notes the 2013 Market
expansion services: taking outsourcing to a new
dimension market study, by Roland Berger
Strategy Consultants.
In today's intelligence-hungry world,
the robustness and flexibility of a company's
IT infrastructure is considered a competitive differentiator. The relationship between
dynamic IT capabilities and added-value
service innovation is symbiotic. IT research
firm Gartner's Predicts 2013 report notes
that businesses today "must embrace a
expand October 2013
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broadening range of information assets …
[including] the analytics of structured and
unstructured data sourcing." Deferring the
utilization of dynamic new technologies will
inevitably mean falling behind in terms of
performance and market competitiveness.
Benefits of shared IT services
The trend toward greater IT service integration is being driven by a combination of
bottom-line and operational considerations
and the cutting-edge IT backbones now provided by market expansion service providers.
Utilizing the services of an expert IT provider can complement an in-house network
and help deliver in-depth and extensive
market information in real time. Improved
data flows also facilitate greater focus on
core competencies, allowing companies to
concentrate on elements of the value chain
at which they excel.
"We recognize that IT has to be the
key pillar of a successful business," says Tony
Woo, Vice President IT, who is based at the
global shared services center in the Malaysian
capital, Kuala Lumpur. The center, which
opened in 2004, supports DKSH's diverse
products, ranging from medical devices and
fast moving consumer and household goods
to technology products and performance materials such as cosmetic ingredients, polymers
and additives.

"We made substantial investments to build a common, scalable SAP platform
that supports the standardization of business processes
across the group"
DKSH's magazine for Market Expansion Services

"We made substantial investments to build
a common, scalable SAP platform that supports the standardization of business processes across the group," says Tony Woo. "We
now run one of the largest SAP systems in
Asia Pacific, and this platform also enables us
to offer our clients and customers the benefits
of a strong IT backbone and innovative services that assist their business growth."
Economy of scale is a key benefit of
shared IT services. A fast, seamless IT platform reduces administrative costs and provides a consistent, high level of service to
DKSH business units across Asia Pacific. It
also supports the sharing of best IT practices
by leveraging group resources.

"Many of our multinational
clients use SAP and require
us to deliver customized IT
services across, perhaps, five
countries in the region"
"Many of our multinational clients use SAP
and require us to deliver customized IT services across, perhaps, five countries in the region," says Tony Woo. "It is only possible to
roll out and deliver this level of service if you
have an integrated IT backbone that supports
business operations in multiple locations."
Creating industry-specific IT tools
The competitive nature of commerce in
Asian markets is catalyzing an evolution in
the way information technology is utilized.
While traditional IT services, such as sales
report generation and transaction management, are still in strong demand, companies
increasingly require more sophisticated ana-

lytics to turn data into actionable insights.
Being competitive requires more than reams
of data; it means being able to drill down
and analyze critical information by product,
consumer, channel and geography.
Demand for deep data mining has, in part,
been influenced by the increasing diversity
of online and offline sources that supply
transaction data to centralized databases.
Consequently, high quantities of information can overwhelm in-house systems that
do not have the capacity to provide the level
of analysis and reporting required to make
informed business decisions.
"We are seeing a stronger integration between clients' systems and the DKSH IT
backbone. There is more outsourcing of sales
force functions, and greater demand for the
management of customer interactions data,"
says Tony Woo. "To meet these needs, we
have created industry-specific tools, primarily in healthcare and consumer goods. In
particular, there is strong demand for enterprise dashboards that provide real-time data
to support fast decision-making."
IT solutions in healthcare
Healthcare is a very attractive industry for
market expansion services, with an outsourcing penetration rate of around 44 %. This
high rate is mostly due to value-add benefits
in sales and distribution that help leverage
economies of scale in the highly fragmented
end market, mostly comprised of pharmacies and hospitals.
A DKSH business solution that has
proved successful in healthcare markets
across Asia Pacific is Echo Plus. This electronic territory management system for
field sales staff facilitates order taking and
uses market surveys of outlets in each market to supply fast, accurate sales and inventory information on hand-held PDAs. The
11
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system means sales representatives are fully
informed at all times and can advise customers accordingly on order placements. It also
provides a range of activity data for billing
and transaction management and after-sales
support services, and can be used to monitor
sales performance by territory.

"IT-based solutions like
Echo Plus enable us to
deliver real value to our
clients"
"IT-based solutions like Echo Plus enable
us to deliver real value to our clients," says
Watcharaporn Limpirojanalit, Regional
Business Intelligence Director, Healthcare
for DKSH Thailand. "Clients want efficiency, and to reduce the workload required
to manage the sales order management
processes. By logging on to a web-based account they gain access to information about
sales activities and market demand, and can
monitor and benchmark metrics such as
sales performance."
Tenders are a critical source of business
for medical and pharmaceutical products providers. "In countries like Thailand, Taiwan,
Malaysia and Vietnam, the healthcare tender
process contributes significantly to total sales,
and missing a tender can have a large impact
on a supplier," says Watcharaporn Limpirojanalit. "Tenders involve managing significant
quantities of information, so DKSH has developed a web management tool that monitors and updates all relevant tender processes
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and schedules, and supplies the necessary
market and pricing data enabling clients to
complete tender documents."

"In countries like Thailand,
Taiwan, Malaysia and Vietnam, the healthcare tender
process contributes significantly to total sales, and
missing a tender can have a
large impact on a supplier"
Utilizing new functionalities
Upgrading solutions with new functionalities is pivotal to providing added value.
"Clients increasingly need fast and easy access to performance management data, and
the capacity to compare their performance
versus overall market trends. Customized
tools like dashboards and SMS and email delivery of daily sales reports are in demand,"
says Cuong Quoc Nguyen, National IT
Manager, DKSH Vietnam. "Our IT support
also make it easier for customers to take orders accurately and we have a customer care
center using IT solutions that ensure accurate transfer of orders into sales systems."
Market intelligence is a competitive
tool in Asia Pacific's dynamic consumer
goods markets, and integrating an IT platform with warehousing and logistics can
help deliver innovative service. As the sole
Levi's franchisee in Thailand, DKSH distributes and retails Levi's products in more
than 140 stores and shop-in-shop outlets

nationwide. To support business growth, an
apparel industry-specific solution has been
created to enhance inventory management.
"For each retail outlet, we provide
point-of-sale technology that manages the
store inventory and is directly linked to the
integrated back-end, so that all stock figures
are immediately updated," says Tony Woo.
Complementing this infrastructure are specially designed dashboards that provide inventory analysis and sales forecasts to assist
production planning.
This innovative solution was designed
to meet market needs, and was implemented
in staged phases. "We initially implemented
the inventory support management, and
have since added other functions. The enterprise dashboards were the most recent
enhancement," says Tony Woo.
Gary Bowerman is a KL-based business writer and analyst, and co-founder of Scribes of the Orient, a media and
communications agency headquartered in Hong Kong.
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Zoning in on targeted
market research
Detailed information about consumer preferences in Asian markets is
essential for boosting sales. By David Bolchover.
››

Although often described in singular terms,
no one fully acquainted with Asia would categorize the region as one market. Not only are
the languages, landscapes and cultures diverse,
but the level of economic development is extremely varied. For example, GDP per capita
in Hong Kong is around USD 50,000, whereas in Laos, it is no more than USD 1,320, according to the World Bank.
It is in the more advanced markets in
particular, such as South Korea, Singapore, Japan and Hong Kong, where market research
must generate very specific and sophisticated
conclusions to be truly effective.

categories and sales channels are likely to
develop over the coming years.
However, to glean the more subtle intricacies and characteristics of particular markets, deeper exploration becomes necessary.
This is no easy matter. Trying to achieve that
level of granular detail without the aid of a
partner with a long-standing presence and
expertise in the region can be, according to
Irene Chan, "like looking for a needle in a
haystack," resulting in a substantial waste of
time and money. But with rigorous research
and in-depth local knowledge, new products
can be launched with confidence and past mediocre performance can be vastly improved.

"Gone are the days when
high-level research is
deemed to be sufficient"

Researching customer segments
A company, based in Japan, had launched a
topical analgesic product for muscle pain in
Hong Kong in the late 1990s, without great
success. The particular category was saturated with competition, sales were disappointing and brand awareness for the product
among consumers was poor.
In the subsequent strategic review,
DKSH helped the company to formulate
a completely revamped approach. Conversations with pharmacies throughout Hong
Kong revealed that many younger consumers were often deterred from buying rival
products by their unpleasant odor and their
staining of clothes. In response to this market information, the company resolved to
target "young and active" consumers who
valued a flawless appearance.
By not treating Hong Kong consumers
as an amorphous entity, but instead working

"Gone are the days when high-level research is deemed to be sufficient," says Irene
Chan, General Manager of DKSH Healthcare in Malaysia. "In very competitive and
saturated markets, you need to channel available resources with great care and attention to
achieve the most profitable results."
As a first stage in the information gathering process, global consumer research companies, such as Euromonitor, can provide invaluable macroeconomic data about market
size and trends relating to individual products, the respective share of relevant companies, and forecasts for how various product
DKSH’s magazine for Market Expansion Services

hard to discover precisely who would be enthused by the product, results improved dramatically. Total sales growth in the 10 years
since the re-launch has exceeded 400 %, and
Hong Kong now represents the largest market for the product outside Japan.
Such detailed research can not only
reveal the identification of an appropriate
customer segment for a product, it can also
reveal the relative potential strength of each
particular sales channel.
Database differentials
Another example is a European skincare
company that was selling a topical preparation in a couple of markets in the region.
Around 70 % of sales emanated from hospitals, while the remaining 30 % was garnered
from pharmacies and other retail outlets.
However, the company had noticed that the
proportion of sales through hospitals had
been declining, and those through pharmacies had been growing.
It therefore faced a major commercial
decision; should it concentrate on a renewed
drive to reverse the decline in hospital sales,
or should it redeploy resources in an attempt to accelerate the existing sales growth
through the pharmacy channel?
In order to answer this question satisfactorily, a clearer picture of what was driving the increased revenue in pharmacies was
essential. DKSH utilized its extensive database of information on different pharmacies
in the relevant countries to identify those
outlets with a history of purchasing large
amounts of topical preparations, thus raising
15
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the chances of obtaining the most accurate
and useful market information.
DKSH then conducted an extensive
project of qualitative research, selecting 500
pharmacies in the larger country, and 300
in the other country. Each interviewee was
asked for their view on what was creating
the sales growth. The results were definitive,
providing a solid platform for a fundamental
strategic rethink.
"The research revealed a clear opportunity to devote more resources to the pharmacy
channel," says David O'Moore, the DKSH
Regional Business Development Director responsible for consumer healthcare in the Asia
Pacific region. "We discovered that pharmacists were recommending the product to consumers, customers were coming directly to the
pharmacy to buy the product without first visiting a hospital for a consultation, and repeat
requests for the product were commonplace."
Research challenges in different
countries
The main obstacles to obtaining specific
market information relate to the economic
development of the respective economies.
One potential pitfall is the rapidly evolving nature of retail in much of Asia Pacific,
16

meaning that consumer preferences and behaviors today might be very different in the
near future. New trends are evolving almost
monthly. For example, online retail sales are
expected to rise by an average of 20 % a year
in Asia, and by as much as 40 % annually in
highly tech-enabled markets such as Japan,
according to a Reuters report.
A different challenge is presented in
Asian nations that are at a comparatively
early stage of economic development. For
poorer countries in the region, such as
Myanmar and Laos, even the more general
market information provided by major research organizations is very limited. In major
markets, too, relevant data about outlying
districts can be sparse. "In China, information is plentiful for the bigger cities, but it
can be very patchy for smaller towns and rural areas," explains David O'Moore.
Social media is often cited as a panacea
to the difficulties of understanding aspirational trends for particular demographics.
However, while relevant social media sites can
illuminate trends in consumer preferences in
the more developed markets where popular
participation is high, such insights are impossible to garner in areas where the communications infrastructure is least advanced.

In any country in the Asia region, gradual
and painstaking building of relationships
with individual outlets, in addition to faceto-face interviews with retailers and consumers, are the foundation stones upon
which companies can build a targeted sales
and marketing strategy. But in the least developed markets, these methods represent
the only available means to achieve any sort
of reliable picture.
Given the multiple sales channels that
may exist for each product, let alone the
sheer number of relevant independent retailers in each country, sophisticated targeted
strategies in Asia are likely to be beyond
the reach of those without access to a deep
well of local knowledge to point them in the
right direction. A partnership with a company steeped in the region's business culture
is the easiest and most effective way to build
a successful sales strategy in both emerging
and developed markets.

David Bolchover is a management writer and the
author of three high-profile business books – Pay
Check, The Living Dead, and The 90-Minute Manager
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Connecting with
consumers in new markets
Understanding local purchasing behaviors is essential for building
lasting relationships with Asian consumers. By Graham Laing.

››"Company X eyes expansion in Asia." For

regular readers of the international business
media, this ubiquitous headline is being frequently usurped by a more purposeful approach: "Company Y plans to accelerate expansion in Asia."
It's little surprise that ambitious companies are seeking to diversify their geographical
reach in Asian markets. The region represents
a cherished engine for growth, particularly as
inter-Asian trade is expected to remain robust
as overall consumption continues to rise and
trade barriers decline.
The desire to broaden operations across
Asian markets is a contemporary commercial
reality – and demographics help underpin
this strategy. The recent Market expansion
services: taking outsourcing to a new dimension market study by Roland Berger Strategy
Consultants describes the rapid rise of the
middle class in Asia Pacific as a "mega trend."
Two-thirds of the world's middle classes are
predicted to live in the region by 2030, according to the OECD. Economic theory suggests that purchasing demand will rise as an
expanded Asian consumer class enjoys greater
disposable income.
The pillar growth economies of China
and India are often cited regarding the potential impact of their rising middle class
consumer demographic, but rapid change is
afoot across the region. In South East Asia,
for example, the OECD predicts Indonesia's
middle class will grow from 49 million in
2010 to 139 million by 2020, with the Philippines slated to experience a rise from 17 to
43 million, Thailand from 13 to 39 million
and Vietnam from eight to 40 million in the
same period.
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Opportunities exist for Asian and global
brands that attempt to target growing consumer markets with more diversified product
ranges and value-added shopping experiences.
Expanding into new regional markets
or sub-markets requires diligence, insight and
planning. Consumer behavior and purchasing trends change fast, competitor products
are launched frequently and highly fragmented retail structures mean immediate access to
a target market cannot be assumed.
To make the right connections with
consumers in new geographies, a company's
sales, distribution and after-sales activities
must be efficiently integrated, and product
lines should be carefully targeted and promoted. Another important factor is to ascertain the emotional triggers that connect
people with products in each new market or
sub-market – and then activate a promotional
strategy to reach out to purchasers based on
this research and analysis.
Making emotional connections
Singapore may be one of Asia's most mature retail markets with plenty of international brands having a well-established
presence, but market niche opportunities
still exist. "Many European brands are
focusing more on Asia as growth slows
in their home markets, and more North
Asian companies want to expand into
Singapore," says Christopher Mummery,
Managing Director, Consumer Goods for
DKSH Singapore.
A connective marketing strategy is
required to both establish the target market base, and make relationships with
consumers. "We help companies to build

a brand in Singapore. They may want to
enter with a whole range of products and
we will assess which ones will best suit the
different types of outlets in the market. It
is important to recognize the way people
live their lives in a new market, and how
they purchase products to fit in with their
lifestyles."

"Many European brands are
focusing more on Asia as
growth slows in their home
markets"
Campbell's soups are a good example. "The
chicken broth is a key ingredient, and this is
very popular for Singapore's Chinese consumers as it has strong connections with
special occasions, such as family reunion
dinners," says Christopher Mummery.
"Our research has shown that Campbell's
is perceived as an international brand, but
that the product has become an important
part of the weekly shopping routine – especially during family celebrations like Chinese New Year."
Seasonal marketing that is linked to
important dates in the calendar establishes
an emotional connection with Asian consumers – and this can be an important factor
in improving sales and revenue.
"Promotions are a very important part
of the business. They provide an important
element of excitement and improvization
expand October 2013
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within the overall promotional planning
framework," says Christopher Mummery.
Inevitably, promotion plans must recognize the evolution of new connective media. "Social media will be a very important
going forward; brands will increasingly connect with customers and seek to retain loyalty
through digital promotions."
Reaching into local communities
Travel is another increasingly connective
catalyst for Asian consumers. As people
move more frequently around the region for
business and leisure they are more likely to
purchase new products that were previously
unfamiliar to them, and simultaneously
seek out recognizable products from their
home market.
Hong Kong is a popular destination for
Asian travelers and is famed for its shopping
and dining culture. Singapore-based Borden
is the manufacturer of Eagle Brand medicated oil, which is a popular household remedy
used in Vietnam for aches, pains, cuts and
insect bites. Most households have a bottle
DKSH’s magazine for Market Expansion Services

of the famous "green oil" in a cupboard, and
many Vietnamese also carry a smaller bottle
in their pockets. The product is exported to
20 different countries ranging from the US
and Australia to France and South Africa,
where it remains popular among Vietnamese
communities. Borden utilized DKSH's local market expertise when it launched Eagle
Brand oil in Hong Kong.
"Before Eagle Oil was introduced in
Hong Kong, we did some research to find out
the places where people who would want to
buy this product live and go shopping. We
needed to make sure Eagle Oil would be sold
in the right communities and locations,"
says Victor Hew, Regional Director FMCG,
North Asia for DKSH. "We discovered that
Vietnamese people traveling or living overseas
who know the quality of this product increasingly expect to see it wherever they go. So as
well as selling it in local stores, we introduced
special packs at airports so it can be purchased
as gift to take home."
Hong Kong also became a target market for KH7, a market-leading stain remover

brand in Spain. "The company had never
operated in Asia before, but after the financial crisis in Europe it saw an opportunity to
expand here," says Victor Hew. Being new to
the market, the KH7 brand was relatively unknown so understanding the types and location of consumers who might purchase it was
a crucial first step.
"We have a lot of data from working
with retail outlets across Hong Kong, so we
were able to work closely with the brand to
research the market very carefully," says Victor Hew. "We started to sell the product in
household driven stores, and then started to
expand this strategically into supermarkets.
Understanding the market is essential, because it helps you formulate the speed and
timing of expansion for a new product."

Graham Laing is a business and economics writer who
writes on different Asia Pacific markets.
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Making a fashion
statement in Asia
Fashion flagships are a ubiquitous feature of Asian malls, but converting
catwalk chic to sustainable sales success takes more than just a fancy store.
By Kim Thomas.
››Wander

around a downtown shopping
center in most major Asian cities, and there's
a good chance you'll quickly feel at home.
From Singapore to Bangkok, Mumbai to Beijing, the malls are filled with stores bearing
recognizable names, such as Hermès, Burberry, Gucci, H&M and Uniqlo. The famous
Paris store Galeries Lafayette is soon to open a
branch in Jakarta.
China has been the "must-go" destination for top European brands for at least a
decade. The combination of a burgeoning
urban middle class and economic gloom in
much of the rest of the world has made the
country immensely attractive for European
fashion brands looking for new markets with
growth potential. "In China, people who have
made it to a comfortable living standard now
see themselves as being on the way up," says
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James Roy, Senior Analyst at China Market
Research Group. "They're very ambitious, and
they have high aspirations, so they want their
clothing style to reflect those aspirations."
Across the region, Asian consumers are
embracing global fashion brands with vigor
and enthusiasm. Thailand has been experiencing 5 % annual growth in its retail sector, says Peter Hornby, General Manager of
Consumer Goods Fashion Apparel, DKSH
Thailand, and there is a real appetite for
luxury names, such as Louis Vuitton. "There
is a blossoming affluent middle-class society
who are aspiring to famous brands. Thailand used to be a place where tourists would
come to buy cheap or fake goods. Now the
world has changed, and increasing numbers
of Thai consumers are driving demand for
the real brands."

Although Asia may seem like a continent
rich in opportunities, it isn't always easy for a
Western brand to make its mark, and several
big names have fared badly by making basic
mistakes such as not adjusting their clothes to
smaller Asian sizes, or assuming the Western
fashion idea of seasonality will transfer wholesale to countries where there is little variation
in the climate. Companies that pay close attention to Asian consumers' particular needs
and desires are more likely to prosper.
Ashma Kunde, Apparel Analyst at Euromonitor, cites Denmark's Bestseller Group
as a good example. It now has 1,200 stores in
China, and has specialist teams in Asia dedicated to designing clothes for the Asian figure.
Other high-street fashion brands also now design – as well as manufacture – their products
in Asia.
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A model launch campaign
The most successful brands are those that
have researched the markets and developed an innovative strategy to target Asian
consumers. The campaigns conducted by
DKSH in Thailand to promote Levi's jeans
show how an imaginative approach tailored
to consumers' aspirations can be highly effective in raising brand awareness.
One successful campaign saw the launch
of Levi's Global Curve ID range of jeans designed to fit the female shape more effectively.
DKSH, in collaboration with Cleo magazine, held competitive fashion shows in each
province for women modeling the jeans, with
winners going onto a national show with 12
competing finalists in Bangkok.

"Almost all Western brands
have found that celebrity
endorsement can give a
brand an enormous boost"
"It created a huge buzz across the country"
says Peter Hornby. "It culminated in the Siam
Paragon shopping center in Bangkok – a big
final fashion show, with lots of women's magazines involved. It resulted in double-digit
sales growth on that particular product and
some great brand recognition, as well as lots
of fun around the brand."
In the two-month long Swap Jeans promotion, customers were able to trade an old
pair of jeans for a significant discount on a
new pair of Levi's. The old jeans were all donated to a good cause. Those two months were
the most successful ever recorded for Levi's in
Thailand, with 50,000 pairs of jeans being exchanged. That idea is now being imitated by
other brands, says Peter Hornby, so this year,
DKSH has added a twist to the campaign:
"We've decided to initiate the campaign in the
same way, but this time we'll give customers a
discount, and we'll also give away a portion of
the product purchase on new jeans to charity."
Sometimes it's necessary to reinvent
the brand for a particular Asian market. The
Italian sportswear firm Kappa floundered
initially in China because it competed with
brands such as Nike. But when Chinese firm
China Dongxiang bought the local franchise,
DKSH’s magazine for Market Expansion Services

it rebranded Kappa as a youthful, fashionable
and fun clothing line. As a result, Kappa has
flourished. Luxury brand Hermès has created
its own distinctive Chinese brand of home
furnishings, called Shang Xia, which focuses
on traditional Chinese craftsmanship and is
retailed and promoted separately from its signature Hermès brand.
One of the best routes to success is to
appeal to the Asian sense of heritage, which
is particularly strong in China, says Alice
McInerney, Co-Founder of fashion websites
Anywherestyle.com and Anyshopstyle.com:
"Chinese consumers love it, because heritage
in fashion is something they simply don't
have. It's only a couple of decades ago that
they were wearing Mao uniforms." This has
been the key to success of firms such as Burberry, which emphasises a longstanding British
heritage in its marketing. Some Chinese fashion brands, says McInerney, have even tried
to capitalize on this by adopting Europeansounding names.
Fashion brand association
The Hong Kong-based firm Trinity Ltd
is an example of how heritage sells in Asia.
Five years ago, the company bought Kent &
Curwen, an old English brand making traditional menswear. It also sells menswear from
the tailor Gieves & Hawkes, historic outfitters to the British aristocracy, including the
royal family. In countries such as Hong Kong,
Singapore and China, where Trinity Ltd has
nearly 400 stores, these labels have connotations of class and quality – perfect for statusconscious Asian consumers attracted by the
upper-class brand appeal.
Beyond status purchasing, there are
other ways to gain that all-important brand
association. "You'll see fairly high-end brands
extending downwards, so you'll have something more attainable for somebody not making a very high salary, such as a small accessory like a key chain, or an Armani Exchange
line, which is a step down," says James Roy.
"You can graduate through those levels as you
mature with the brand."
Almost all Western brands have found
that celebrity endorsement can give a brand
an enormous boost. Alice McInerney cites
the huge excitement generated in China recently by Hugo Boss's decision to use the
Hong Kong actor Chow Yun Fat as its brand
ambassador. "If you get the right Chinese
celebrity wearing your item, and it's photo-

graphed and released on the Chinese social
media such as Weibo, which is the Chinese
equivalent of Twitter, then you're likely to do
very well," she says.
This is true throughout Asia. "When
there's a celebrity involved, the Thai people get
on board," says Peter Hornby. DKSH Thailand's next campaign for Levi's will include
endorsement from a famous Thai rock star.
The star (whose identity currently remains
a closely-guarded secret) will wear the Levi's
product and will perform a series of concerts
tied in with promotion of the Levi's brand.
Asia is home to large and enticing marketplaces, but as manufacturing and shop
rental costs rise, brands have to work much
harder at strategy if they want to succeed.
They need to collaborate closely with local
partners, understand the different market requirements and remain sensitive to local culture if they are to flourish.

Kim Thomas specializes in writing about business and
technology. Her clients include the Financial Times,
The Guardian and The Economist Intelligence Unit.
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Jumping the barriers
to business success
Building a profitable presence in Asia's complex set of
marketplaces requires carefully assessment and a trustworthy partner. By David Prosser.
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››The allure of Asia for international compa-

nies has never been stronger. Home markets
in Europe and the United States have offered
little or no growth since the financial crisis
began. Asian companies also recognize that
their own region now represents their biggest
opportunity to grow.
For global businesses in need of new
buyers for their goods and services, Asia is
considered the best game in town. The region's growth is strong and sustainable. The
International Monetary Fund predicts Asian
GDP will increase by 7.1 % this year, and
by 7.5 % in 2014, compared to 1.4 % and
2.2 % for the West (defined as the USA, Eurozone, UK, Canada and Japan).
Then there is the burgeoning consumer
population. The OECD expects the Asian
middle class to be six times bigger by 2030 and
to expand its share of the global middle class
to 66 % from just 28 % today. Those statistics
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are equally attractive for Asia's own businesses; Intra-Asian trade has risen by at least 7.5 %
a year in each of the past five years.

"Intra-Asian trade has risen
by at least 7.5 %
a year in each of the
past five years"
If Asia represents the commercial promised
land, reaching its treasures is not simple.
Companies seeking to operate in the region
face numerous obstacles, with the barriers
to entry and expansion being both obvious and oblique. Nor can Asian businesses
claim any special dispensations – Asia is a

diverse and complex set of marketplaces,
and as companies seek to move from one
territory to another, they face many of the
same hurdles as their Western rivals coming
from further afield.
Diverse challenges,
common threads
The challenges presented for doing business
in Asia vary from country to country, but
there are several common threads. Standing
tallest is the issue of regulation. "Asia contains many different countries and cultures,
so it is dangerous to generalize, but regulation is undoubtedly the single biggest barrier to entry across the region," notes Helen
Ling, who works in the regulatory services
team of DKSH Business Unit Healthcare
in Singapore.
In healthcare, for example, regulatory hurdles have to be cleared in each inexpand October 2013
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Often, such regulation is evidently protectionist. In China, for example, the barriers
to new entrants in certain sectors have been
deliberately maintained in order to protect
growing domestic companies that might
otherwise be out-muscled by competition
from multinationals.
Not that it's all bad news. Some countries – such as the Philippines, Bangladesh
and Korea – actively court overseas investments in key industries such as infrastructure, or regions earmarked as in need of development with financial incentives – both
fiscal, in terms of tax breaks, and non-fiscal,
such as concessions on employment of foreign nationals. Still, these corporate legal
hurdles, which also include issues such as
variable employment laws and tax regimes,
come on top of the regulatory regimes that
govern the products and services the business is selling.

dividual country for companies seeking to
bring new products to market. "In each case
you need to be registered locally, to have licenses for products and to have a great deal
of documentation and evidence to secure
those licenses," says Helen Ling. "There is
some intention to harmonize regulation in
South East Asia in 2015, but different issues
will still apply in different parts of the region. In the south, where heat is an issue,
higher standards of product stability may be
required, while in the north of the region,
local regulatory requirements may mean
the company has to make additional investments to achieve compliance."
The public service nature of healthcare
makes it a unique example, but while the
requirements differ between industries and
sectors, most companies moving into new
territories in Asia will require help with regulatory issues. "Businesses need advice and
DKSH’s magazine for Market Expansion Services

expertise from an expert local advisor in every market in which they want to transact,"
adds Helen Ling.
One issue to address early is whether
to register yourself or to take advantage
of a registration service. Retaining control
of the brand and licenses is vital, and the
best way to avoid the complexities of selfregistration and the liabilities of using a local registration service is to partner with a
trustworthy MES partner such as DKSH.
Companies should bear in mind, too,
that in certain sectors in certain countries,
international companies are allowed to operate only via joint ventures with domestic operators. While many countries are
slowly liberalizing their inward investment
structures – notably India, which recently
relaxed rules for single-brand retailers –
some sectors are moving more quickly
than others.

Competing in crowded spaces
Getting past the regulatory and legal gatekeepers is only the beginning of the challenge
for businesses seeking Asian expansion. One
common problem is that companies have
a poor understanding of local markets and
assume that strong performance elsewhere
in the region – or even the world – will be
enough to guarantee success.
"Too often, companies arrive with a
product that is popular and well-known in
their home market and expect to be able to
simply roll that product out in Asia without
any additional investment to build similar
brand value in what is a new region," says
Andrew Frye, Vice President Business Development, DKSH Healthcare.
That's invariably a mistake because
the competition is fierce – and getting
fiercer. In many Asian countries, particularly Thailand and Malaysia, there are some
very strong local brands, but new entrants
also have to compete with global multinationals that have been active, and successful, for some time.
"It can be quite a shock – Asia is becoming a much more crowded space so to
break through requires smart and potentially costly investments," notes Andrew Frye.
Such spending may need to be deployed in
particular ways. There is little point in trying to build a brand for a product in Asia
if that product is not right for the market
or its consumers. Companies will need
25
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to decide whether the product should be
adapted to appeal to Asian customers.
"The local player will have a product
that is specifically designed for local tastes,
a potentially significant advantage, which
is why more Western companies are now
tailoring their products on a country-bycountry basis after conducting some detailed research into what customers actually want," says Andrew Frye.

"Western companies are
now tailoring their products on a country-bycountry basis"
Then there is the issue of positioning, where
companies need to respond to the unique
market culture they are entering. "In the
West, we are generally ‘value' buyers, particularly in that all-important middle class
demographic, but in Asia the ‘premium'
product is much more desirable to many
customers," Andrew Frye adds. "That may
require companies to rethink the way they
position themselves in these markets, or it
may mean different products are more suitable – the best sellers in a company's domestic market won't necessarily come out
top in Asia."
Strengthening a
company structure
One frequent question as businesses expand in Asia is whether to build their own
operations in each country – and, if so,
who should staff these subsidiaries? Many
successful companies choose to work extensively through outsourcing deals and
market expansion services. They set up
operations in Asia, initially at least, by using expert partners with local expertise for
manufacturing, sales, distribution and logistics. In some cases, an even longer list
of responsibilities may range from market
research and sales to component sourcing
and revenue collection.
As their Asian expansion continues,
companies may think in terms of establishing their own local footprint, even while
continuing to work with a specialist mar26

ket expansion services provider. While local expertise will always be attractive, at a
certain stage of development a company
may investigate taking more direct control
of its Asian business. This is an understandably tempting course, but the investment
risks are very high – however, partnering
with a market expansion services provider
reduces the investment needs in fixed assets and increases the chances of continued
successful growth.
The question then becomes who to
employ in senior roles. "A decade ago, that
would almost certainly have been someone
from the company's HQ back home, but
the talent pool in Asia is expanding and
there are now a good number of Asian
leaders with global experience," says Andrew Frye. This trend is increasingly evident, with the established multinationals
in Asia now shedding expatriate postings
in favor of local hires.

"As their Asian expansion
continues, companies may
think in terms of a local
structure of their own,
even if they also intend to
continue working with a
specialist market expansion services provider"
Language is one issue to consider. "Even in
places such as Singapore, Hong Kong and
Malaysia, where you can get by with only
English, a local language will help. It is much
harder in countries such as Thailand," says
Andrew Frye. Language, however, is only
one talent required of senior hires. "Companies shouldn't make the mistake of assuming
that because a local leader is bilingual, they
are automatically the smartest business people," he says. "Westerners, especially from
the US and the UK, are easily impressed
by linguistic abilities since they often don't
have them, but running the business will require diversified skillsets."
In practice, those skillsets will vary
according to the country of business. One
of the attractions of modern Asia is diver-

sification: it offers exposure to a stratified
economic spectrum, ranging from highly
developed markets, such as Singapore and
Hong Kong, to fast-emerging economies
like China, India and Indonesia, and developing nations with longer-term potential,
such as Cambodia, Laos and Myanmar.
Running businesses in the latter markets requires a different attitude to risk and,
often, a willingness to deal with authorities
that are inexperienced in managing the
demands of large corporate organizations.
Bureaucracy is rife and deciphering the
procedures and regulations may be a challenge. Patience and experience of barrier
jumping will certainly be required.
The opportunity resides in establishing a presence in marketplaces where economic structures are in an early stage of
development. "Myanmar, for example, is
largely a virgin territory," says Andrew Frye.
"Although there are Western multinationals that have been in the country for decades, the reforms we are now seeing mean
the country is opening up to international
business. There are still many legalistic barriers to entry, but the opportunity here is a
market that has 60 million people."
Similar territories, albeit with smaller
populations, include Cambodia and Laos,
where companies are also increasingly keen
to make their entrance or expand further.
The key to doing so successfully will be to
approach each new country in circumspect
fashion – exactly the same approach as is
required in the rest of Asia, or any emerging market worldwide.
For companies that are well prepared,
determined and comfortable with forging
strategic partnerships to deliver service
innovation, the potential rewards in Asia
more than merit the hurdles to be jumped.
An ill-considered dash for those prizes
without creating the necessary market expansion structures, by contrast, can simply
create even more barriers to success.

David Prosser is a London-based journalist who
writes on business and economic affairs and personal
finance. He is a former Business Editor of The Independent newspaper.
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Promoting culinary
creativity in
Asian kitchens
Global markets are being sourced for innovative flavors and ingredients
that tantalize Asian palates. By Sarah Fister Gale.
››In the increasingly competitive hospitality

market, Asian chefs and restaurant owners
must constantly innovate if they want to remain relevant – and profitable.
Increased affluence and propensity to
spend across the region is enabling consumers
to demand higher quality and greater diversity in their dining experiences, and industry
leaders are complying. From baking French
pastries to dry-aging American beef, chefs
across Asia's hospitality sector are adding new
flavors, ingredients and cooking techniques
to their repertoire to sate the evolving appetites of their customers.
"In Taiwan you always need new products," says Chef C.K. Chen, head of the
famous Fresh & Aged Italian Steakhouse
and the Taipei beef noodle restaurant called
Love. Aged. 21. "The market is so competitive, that if you are not doing something different, it is easy to be out of business."

DKSH’s magazine for Market Expansion Services

To meet his customers' demand for diverse
flavors and products, Chef Chen traveled the
world, going all the way to Chicago to find
the dry-aged beef that is now the cornerstone
of his restaurant's menu, and the base of his
popular beef noodles.
Dry-aged beef is hung to dry for three
weeks then stored at a freezing temperature at
roughly -1 degrees Celsius, with a humidity
of 20-30 %. Only higher grades of meat can
be dry-aged, because the process requires the
meat to have a thick and evenly distributed
fat content.
The resulting product is more expensive,
but the flavor profile is worth it, Chef Chen
says. The dry-aging process and added fat
brings out the beef's sweet flavors and makes
it more tender and aromatic.
But finding the new beef flavor was
only the first step. "The most challenging
part is how to take the ingredient from the

market and use it in a way that satisfies every
customer," he says.
Great ingredients, new technology
"For professionals like Chef Chen, innovation is a necessary part of the cooking process, and it often requires a combination
of new technology and new ingredients to
achieve the best results" says Tudor Pascu,
Vice General Manager Hospitality for
DKSH Taiwan.
That is where DKSH's total solution
offerings come in. DKSH provides leading
edge kitchen technology along with access
to ingredients from around the world and
premier chefs to help design recipes using
those ingredients in a way that will appeal to
Asian consumers' specific taste palate. "We
help our local customers get better choices in
products and solutions to meet their needs,"
says Tudor Pascu.
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When Chef Chen decided to build his steakhouse, he partnered with DKSH to make his
vision a reality. Chef Chen designed the stateof-the-art kitchen, then DKSH helped him
build it. It includes an open space design that
has been carefully laid out to minimize extra
steps and allow the chefs to focus on cooking.
DKSH also helped him source and install the
latest cooking equipment, including a special
temperature- and humidity-controlled dryaging room to enable production of dry aged
beef in the humid climate of Taiwan. Once
the kitchen was built, DKSH assisted with the
sourcing of the best cuts of beef from around
the world, along with European ingredients
used by the restaurant's pastry chef.
The restaurant, which opened in October 2012, has been a great success, in large
30

part due to the innovation on the menu,
Chef Chen says. "Dry aged beef is not common in Taiwan," he says. "But people like it
very much."

"Along with demanding
new flavors, Asian consumers increasingly desire
healthier food options"
Healthy and tasty food
Along with demanding new flavors, Asian
consumers increasingly desire healthier

food options. The Chinese health food
market, for example, reached RMB 105
billion in 2011, with an annual increase of
11.4 % since 2006, according to the US
Food and Drug Administration. This expanding appetite for more healthful foods
among the fast-growing middle classes and
aging population is boosting demand for
products that offer healthier alternatives to
traditional fare.
Chef Chen found a way to fill the
healthy niche in Taiwan with a new idea.
Customers responded so well to the new
beef flavor that he went on to create a dryaged beef stock and use it to create a signature line of retail beef noodle products,
bringing innovation to an otherwise saturated market.
expand October 2013

Promoting culinary creativity in Asian kitchens

"Beef noodles have a long history in Taiwan
and there are many flavors to choose from,"
Chef Chen says. By using the dry-aged beef
stock, not only was he able to introduce a
new and appealing flavor, but he produced
it using all natural ingredients and – crucially – no monosodium glutamate (MSG),
creating a healthy alternative product in a
popular food category. "Taiwanese people
want choices that are healthy and good tasting," he says.
Unique tailor-made recipes
Consumers also want recipes that come
from other continents, particularly as more
Asian consumers travel the globe. China,
for example, has the world's fastest growing
travel market, according to the UN World
Travel Organization, which estimates that
there will be 100 million Chinese outbound
trips by 2020.
When these travelers return home,
they want to find comparable dishes in their
local restaurants and shops, says Sharon Lee,
Vice President, Asia for Food Service and
Hotel Supplies at DKSH. Again, DKSH
helps its customers meet this demand. "We
build the bridges, bringing gourmet ingredients from Europe and the US to the Asian
market," Sharon Lee says.

"Increased affluence and
propensity to spend across
the region is enabling
consumers to demand
higher quality and greater
diversity in their dining
experiences, and industry
leaders are complying"
In recent years, an increasing demand
has been evident for European chocolates
and desserts. "The traditional Asian customer sees dark chocolate from France and
milk chocolate from Switzerland as higher
quality products," she says.
But it's not enough to bring in these
ingredients. Sharon Lee's team of in-house
pastry chefs works closely with local chefs to
first select the best ingredients, then tailorDKSH’s magazine for Market Expansion Services

make new recipes and help them market the
finished products.
For example, in 2012, the DKSH team
worked with a large bakery in Hong Kong to
select single-origin chocolates from Ghana
and the Ivory Coast. Master French chefs were
then hired to help the bakery create six unique
cake recipes. "The local chefs didn't understand how to work with single origin chocolate, but our suppliers do," she says. "We were
able to bring them together to choose the best
ingredients and develop innovative recipes."
The team is also working with local
Hong Kong chefs to teach them techniques
for creating tiered wedding cakes and Europe-

an macaroons, which are both gaining popularity among Asian consumers.
"It's all about achieving inspiration,"
Sharon Lee says. "Our customers have a vision
and we help them achieve that vision with ingredients and techniques, so they can create
inspired finished products."

Sarah Fister Gale is a Chicago-based journalist
covering business, finance and technology issues.

31

One-on-one

Developing the industrial
machinery of the future
Klingelnberg is a world-leading mechanical engineering company
based in Zurich. Its sophisticated machinery is used in the automotive, aircraft, shipbuilding, wind-power, and marine industries
worldwide, and demand is diversifying in the rapidly expanding
economies of Asia. CEO Jan Klingelnberg talks to expand about the
history of the family owned business and how service innovation is
being used as a platform for future growth.

››Klingelnberg has a long history of family

ownership. How does being privately owned
best suit your business?
Being privately owned allows us to make longterm strategic decisions, rather than focusing
on annual or quarterly results. In working
towards and achieving our long-term goals,
we're prepared to accept a poor financial year
along the way. We are also able to make decisions very quickly, so all in all we're convinced
that the simple equity structure of the business is the right thing for us.
Can you briefly describe Klingelnberg's history of operations in Asia?
We have a long history in the region. Our
business operations started in Asia after
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World War II, when we began exporting
German-made products to Japan. Later, we
took the step of setting up Klingelnberg Japan, which showed a real commitment to the
market, and in the last 10 years this move has
really paid off. In particular, we have been
very successful at selling into the important
Japanese car market. Today, alongside Japan
we also have a subsidiary in India. In China,
we have collaborated with DKSH since 1992
very successfully.
What are the main developmental factors impacting your business in Asia? How is Klingelnberg positioning itself to capitalize on the
opportunities and to confront the main challenges in the region?

Our business has changed from being divided
more or less equally between North America,
Europe and Asia – the Asian markets now
make up a larger share of demand, of which
at least 50 % is from customers in the automotive industry. Through the growth of
the Asian economies, market confidence has
grown significantly, which means we need to
take those markets just as seriously as our customers in the US or in Europe. This means
making an effort to understand the requirements that customers are placing on our technology, which is why we have taken steps to
establish our presence in Asia.
Demand in China and India for gear
technology has grown significantly, but in
different ways. Whilst China has always
expand October 2013
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looked for the best technology, in the past
Indian customers preferred to invest in used
equipment. More recently this has changed
with the demand on the Indian market increasing for newer technology with higher
productivity levels. Therefore, whilst both
the Indian and Chinese markets are certainly
very dominant, they need to be handled individually. When it comes to providing after sales service to these markets, we had to
decide very carefully where to establish our
own operations, and where we could better
serve the market by working together with
a partner.
Personally, I come to Asia around eight
times each year, to visit and talk with customers and to learn more about their requirements. This is very important, as it enables us
to find out what we are doing well and where
we need to improve. We must always be
prepared to react quickly to market cycles.

"We must always be
prepared to react quickly
to market cycles."
These visits also tell us a great deal about local market conditions and how these must be
taken into consideration by our R&D teams.
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For example, in India, the power supply is not
as consistent as it is in Europe, and our machines need to be able to cope with a sudden
loss or reduction in power. In other countries
of Asia, the temperature and relative humidity can vary, and our machines must be able
to adapt to these conditions.
Klingelnberg and DKSH recently set up a
technical services joint venture in China.
What are the key objectives of this initiative?
This was an important step, and also a new
experience as it was our first joint venture. We
are very happy with the progress. DKSH is a
good partner for us, as we have been working closely together in China since 1992 and
know each other well. Over the years, DKSH
has maintained considerable continuity
within its team of technical personnel, which
supports us in bringing our technology to the
customer. This is unusual in such a dynamic
market and is the foundation of our longterm partnership with DKSH.
The JV technical services partnership,
which is based in Shanghai, enables us both
to be stronger than if we operated individually. China is a huge market and our customers are based all over the country, so sharing
knowledge, expertise and infrastructure is
crucial. While DKSH is still solely responsible for marketing and sales of the technology
through its specialized network, it provides us
with proven expertise, including a strong un-

The Klingelnberg Group traces its origins
back to 1863, and is now in its seventh
generation of operations. Jan Klingelnberg
manages the family-run business, which has
its headquarters in Zurich.
Klingelnberg is a mechanical engineering
company that is a world leader in the development, manufacture and sale of machines
for bevel gear and cylindrical gear production, measuring centers for gearing and
axially symmetrical components plus customized high-precision gear components. Its
products are used in the automotive, commercial vehicle and aircraft, shipbuilding,
wind-power and marine industries and in
various other industrial equipment markets.
The company ethos is to consistently
demonstrate a capacity for innovation and
product and service quality, and it counts
around 220 R&D engineers among its more
than 1,300 employees worldwide. It is also
the proud holder of more than 100 patent
certificates.
Today, Klingelnberg operates engineering
and manufacturing facilities in Zurich in
Switzerland, Hueckeswagen and Ettlingen
in Germany, and Gyoer in Hungary. They
maintain a global presence with sales
and service offices in Italy, France, Spain,
Belgium, Japan, India, China, Brazil, the
United States and Mexico. In all its dealings,
Klingelnberg remains respectful of the
environment, as evidenced by its ISO 14001
certification and the company´s participation in the Blue Competence Initiative by the
German Engineering Federation (VDMA).
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derstanding of Chinese culture. We contribute the technical expertise and training methods to help serve our customers in China in
the best way possible.
You recently redeveloped your range of large
industrial measuring centers. What was the
thinking behind this decision?
We redesigned our large measuring machines
to meet the requirements of increasing complexity in the larger gear segment. In the past,
only the teeth of gears needed to be checked
in accordance with international or customerspecific standards.
Improvements in performance and
the application of target costing methodology in the design of gearboxes have led to a
considerable change in the complexity of a
single gear. Design engineers integrate a large
range of functional elements into the gear
body itself such as bearing elements. Modern designs integrate the bearing surface of
tapered roller bearings or of cylindrical roller
bearings in the gear body. Improvements in
material purity and precise machining allow
for this type of design.
The increasing integration of functional
elements in gears has prompted Klingelnberg
to expand the range of inspection tasks for
our large gear measuring machines. Our target is to allow customers to check the most
complex gears with their additionally integrated surfaces with one single clamping on
just one measuring machine. This reduces the
complexity in quality control and saves time
and money for our customers.
The company has more than 220 R&D engineers worldwide. How has your product
development strategy evolved in recent years?
We rely heavily on research and development.
Our philosophy is that we want to lead the
market on the technical side, so we need a
strong R&D team. There are many factors we
look at, from shortening processing time to
focusing on loading and unloading parts in
different ways.
We must have a clear focus on our customers. Each new machine should be easier to
handle and ensure a reduced cost per part. We
also have to be aware that the younger generations in Asia are very comfortable using touch
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screens and user-friendly interfaces. Given the
precise nature of our products, there are very
specific design issues for our industry, but we
can still learn a lot from leading companies
such as Apple, whose iPhone is a great accomplishment in terms of product design and its
intuitive functionality.

agement team we have in place across the
company, which I know I can trust, and with
whom I am confident we can work through
challenges presented to us in the future.

In 2012, Klingelnberg acquired Höfler Maschinenbau GmbH. In what ways will this
acquisition assist the company's future development?
In all of its product categories, Klingelnberg
enjoys a considerable share of the market,
which it is committed to build on. To achieve
further growth, we were keen to diversify our
product offering without moving too far away
from our core business. As a manufacturer of
cylindrical gear technology, Höfler provided
us with the perfect opportunity for doing exactly that. Höfler is well positioned with its
grinding technology, which we want to offer
to Klingelnberg customers in the automotive
sector. Buying Höfler was a strategic acquisition that we can be very happy about.

20 years of cooperation. Klingelnberg
is a world specialist in spiral bevel gears
manufacturing technology, and this year
has celebrated 20 years of successful
partnership with DKSH. In 1993, DKSH and
Klingelnberg signed their first contract in
South Korea to aid Klingelnberg's expansion
strategy in Asia. After outperforming the
sales targets, Klingelnberg expanded its
cooperation with DKSH to include China
(2003), Hong Kong (2003) and Taiwan
(2004) with the aid of DKSH.
Now, DKSH acts as the exclusive market expansion services provider for Klingelnberg,
providing product advice, sales, installation,
production process optimization, maintenance, knowledge transfer, strategic market
studies and user trainings.

Factbox

On a personal level, what are your proudest
accomplishments for the business?
When I took over the company in 2004, what
worried me the most was that we were strong
in our core markets but were dependent on
the technologies we had already developed.
As CEO, my job is to give the company opportunities to grow, and I think completing
the Höfler acquisition has enabled us to do
that, which makes me happy. I am pleased
to be able to work closely with my two colleagues on the board.

"I am pleased to be able to
work closely with my two
colleagues on the board"
We have a great working relationship and a
strong friendship, which I think is very important as it helps me lead the company and
prepare for the future knowing I have their
support. I am also very happy with the manexpand October 2013
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Entering a brave
new online world
The growth of e-commerce in Asia offers a fertile but rapidly changing
market for foreign investors. By Colin Galloway.
››Online commerce is finally reaching criti-

cal mass in Asian markets as increasingly affluent middle classes start spending in earnest, consumers become more tech-savvy,
and sellers – both foreign and domestic –
look for ways to expand into new markets
without the expense and risk of opening
bricks and mortar facilities.
According to statistics from Internet
analysts eMarketer, B2C sales through online retail in the Asia Pacific region grew by
33 %, to USD 332 billion, in 2012 and are
expected to reach USD 433 billion in 2013,
or more than one-third of worldwide B2C
sales. In China, by far the fastest growing
online market, B2C sales registered USD
181.6 billion, up a remarkable 65 % compared to 2011.
Even so, setting up an e-commerce
operation in Asia remains more challenging
than in the West. For a start, and notwithstanding strong growth, online business in
the region still represents a tiny fraction of
the retail sector. In Asia's two biggest retail
markets, India and China, online retail-
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ing currently accounts for just 0.1 % and
3.8 %, respectively, of the local retail market, according to India-based consultancy
Technopak Advisors. This compares to an
equivalent figure of 8 % in the US.
Logistics and distribution
infrastructure
From a practical perspective, one of the
biggest roadblocks for e-commerce development in Asia is the lack of infrastructure. At the most basic level, a regional
Internet penetration rate of just 27.5 %
means that Internet buying remains out
of reach for a large majority of consumers, although this figure varies widely from
country to country.
Inefficient distribution networks are
another problem. Logistics capacity not
only falls far short of current demand, but
existing warehousing facilities are often incompatible with e-commerce needs. This is
partly because they tend to cater to large
single clients (such as department stores)
rather than vast numbers of individual cus-

tomers, and partly because they are oriented
to serving export markets rather than fastgrowing domestic consumer demand. The
lack of reliable delivery and return options
creates a disincentive for online consumers.
In addition, distribution costs remain disproportionately high. In China,
for example, they represent 18 % of GDP,
according to the China Federation of Logistics and Purchasing, more than double
the equivalent figure in the US. Businesses
based in or near large cities have managed
to bypass the problem by using low-cost
package couriers, but in general the lack of
"last mile" infrastructure continues to be
a major obstacle for e-commerce development, especially for e-tailers with ambitions
to serve a nationwide clientele.
The other main infrastructure-related
issue is a lack of reliable payment systems. Credit-card adoption rates in Asia
are generally low, and consumers remain
suspicious of the multitude of online sellers. Things are changing though. Many e
-tailers now offer cash-on-delivery payexpand October 2013
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ment terms so customers can check purchases before they part with cash, while
escrow accounts are also becoming increasingly common.
Clearly, the distribution component is
vital for successful e-tailing solutions in Asia.

"You might have a great
website with all the required features, but if you
don't have the right infrastructure in place it will be
difficult to succeed"
"This is an advantage for the established
players who have an extensive distribution
force and can provide financial infrastructure. You might have a great website with all
the required features, but if you don't have
DKSH’s magazine for Market Expansion Services

the right infrastructure in place it will be difficult to succeed," says Michael Hilb, Vice
President Strategy at DKSH in Zurich.
Generally, where payments infrastructure is cheap and reliable, e-commerce has
boomed. China's Alipay, for example, is
a cheap and reliable online payment platform partnered with more than 100 local
and international financial institutions.
With hundreds of millions of active users,
it is perhaps the single biggest reason for
China's stunning e-commerce growth rates.
Malaysia, which features relatively
high household penetration rates, in Asian
terms, for credit cards (1.1 %) and debit
cards (5.6 %), is another success story, ranking seventh in ATKearney's 2012 e-commerce index of developing economy online
retail markets (China ranked number one).
Creative online strategy solutions
A further problem for Asian e-tailing is that
online sales channels are plagued by high
numbers of counterfeit goods, with wellknown foreign brands often being prime

targets. This issue is more prevalent in some
markets than in others, with China remaining the country most affected.
Ironically, the extent of this problem is
now contributing to a wave of new online
outlets recently opened by foreign luxury
brands. Conventional wisdom has always
held that consumers prefer to buy luxury
products in person because visiting sleek
stores is all part of the fun and also confers
visible status. But with internet counterfeiting now so prolific, foreign companies calculate that providing consumers with an online
channel that guarantees genuine products
will both limit damage to the brand and allow them to establish a foothold in Asia's
brave new world of online retailing.
The issue with trying to establish
a niche in this type of environment is
that what works in developed economies
doesn't necessarily work in Asia. This is due
to a combination of factors – some are cultural, some economic and some result simply from the huge diversity of local market
conditions.
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main highly fragmented, with large numbers
of small retailers unable to access the type of
sophisticated online database enjoyed by the
big chains.
This means that, as Michael Hilb
points out, "there is potential to provide access to a third-party database system to make
e-commerce businesses more efficient. This
helps both to grow, allowing market expansion services providers to drive sales by collecting in-store merchandising or marketing
data and then analyzing it."

"This makes it difficult to forecast what a
campaign is going to generate in a particular
country, to see how many people are going
to view it, how many will click on it," says
Elisabeth Griess, Online Marketing Manager with DKSH.
As a result, many brands looking to set
up e-commerce businesses in Asia are opting to partner with specialist players who
have a better understanding of local markets and customer bases. Quite often, this
means adopting a third-party e-tailing platform that usually comes with a variety of
bolt-on extras, from payment systems to order fulfillment. US department store chain
Neiman Marcus, for example, agreed last
year to take a stake in Hong Kong-based
Glamour Sales Holdings (GSH), a local
specialist in "flash-sales" websites that offer
limited-time discounts on luxury brands,

40

using it as a vehicle to set up virtual shops
in Japan and China.
In purely financial terms, most e-commerce in Asia is focused on a B2C or C2C
model and, due to the general immaturity
of local markets, tends to be controlled by
large incumbent players. In China, for example, online selling is dominated by the
Alibaba-owned T-Mall (B2C) and Taobao
(C2C) platforms, which in 2012 boasted
combined revenues of more than USD 160
billion, representing a stunning 75.5 % market share, according to research firm Analysys International.
But these high-profile channels are not
the only way Asian businesses can embrace
online strategies, nor must they operate on
such a large scale. B2B platforms, for example, are generally underexploited in Asia.
One reason for this is that many markets re-

The rise of m-commerce
Another byproduct of Asia's homegrown
e-commerce environment is that the overall lack of familiarity with older technology
means consumers are more willing to leapfrog ahead to adopt the latest trends.
In China, retailers will sometimes hire
in-store "chaperones" to help consumers
understand how imported brand products
work. At the same time, according to management consultants BCG, those same (apparently naïve) customers are more likely to
be early adopters of the latest smart technologies. As a result, and despite generally
low rates of Internet penetration, local users
are much more likely to play games or shop
online than their peers in Western markets.
What does leapfrogging mean in
practice? Perhaps unsurprisingly in a region known for its obsession with mobile phones, the new buzzword for online
sales is m-commerce. Asia already has the
world's highest penetration of mobile
handsets, with fully half of worldwide
mobile subscriptions originating in the region. Today, smartphone uptake is growing
hand over fist. By mid-2012, according to
research by Google, Japanese smartphone
take-up had increased to some 20 %, up
from just 6 % in 2011. Moreover, 77 % of
Japanese owners use their smartphones every day, the highest usage rate in the world.
In Australia, meanwhile, more than half the
population (52 %) owned smartphones, up
40 % on the year.
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To succeed in Asia, businesses must embrace the Asian trends towards e- and m-commerce.

"Japanese smartphone
take-up had increased to
some 20 %, up from just
6 % in 2011."
Although lower incomes mean that smartphone uptake in less developed economies is
lower in absolute terms, smartphone growth
is rocketing across Asia, especially among consumers most likely to be online purchasers.
In China, for example, 97 % of middleclass consumers are now smartphone users,
according to a recent survey by market research firm Mintel. The smartphone trend is

DKSH’s magazine for Market Expansion Services

doubly important for online business because
Asia's relatively low average Internet penetration rates mean that many new smartphone
users are also new Internet users.
"Use of mobile phones certainly seems
higher in Asia than in Europe – we are now
seeing more traffic coming from mobile devices on our Asian websites than in Europe,
and that is making a difference to purchasing patterns," says Elisabeth Griess.
The picture remains complex, but ecommerce in Asia offers a fast-moving target that is evolving in ways quite distinct
from that experienced in Europe and North
America. While high growth rates suggest
online business is coming of age in the region, opportunities and risks exist for companies unversed in local market cultures.

Anyone seeking to enter this brave new
world of online and mobile retailing may be
best advised to partner with a local player familiar with how the game is played in their
chosen market.

Colin Galloway is a Hong Kong-based journalist
covering business, financial, technology and environmental issues throughout Asia.
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Building brand
partnerships
Targeting Asian consumers through co-branded promotions can be
a "win-win" strategy, enabling parties to benefit from the market
strengths of their partner. By Gerri Chanel.
››The complexities of individual consumer

markets in Asia can be both beguiling and
perplexing. Marketing and promotional strategies, therefore, need to always take this into
account. China is a good example. Although
a vast potential retail market, its size and scale
make it difficult to optimize. Indeed, China
is best approached as a complex network of
diverse markets within one country.
"People think that because China is so
big, that it must be an easy market in which
to make money, but actually, it's very competitive," says John Woo, Head Country
Management for DKSH China. "Chinese
consumers are very conscious of how they
spend money. They do a lot of comparison
shopping, are status conscious, and are not
prone to impulse buying or brand loyalty, all
of which make it difficult to obtain and retain
customers, and make profit margins tight."
These factors require product manufacturers to think laterally. To overcome the
numerous barriers to success plus fiercely
competitive marketplaces, global and regional
companies are increasingly teaming up with
local brands to co-promote and co-brand
their products and services. These partnership
promotions are viewed as potential "win-
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win" scenarios, enabling product producers
to leverage the other party's brand equity as
part of their own marketing strategy.
Chips and football – a winning
combination
Consider Mamee-Double Decker, whose potato chip brand, Mister Potato, is the market
leading potato snack in Malaysia. The chips
are already exported to more than 80 countries, but the company wanted to grow its
presence in key markets. Mister Potato set
its sights high, and found the ideal partner
in Manchester United. Perhaps the planet's
most valuable sporting brand, the English
Premier League club claims 333 million supporters worldwide – with a rapidly expanding
fan base in Asia.
In 2011, the two companies formed a
three-year co-branding agreement that made
Mister Potato the official Global Snack Partner of Manchester United. As part of the initiative, Mister Potato canisters sold in Asia
now feature Manchester United imagery –
and large advertising boards across Malaysia
show star players, such as Ryan Giggs and
Javier Hernandez, endorsing the chips. This
has proved an effective way to add the cachet

of Premier League football to Mister Potato's
marketing drives, and has helped Manchester
United further build its own presence in Asia
by associating itself with an ambitious local
brand.

"To overcome the numerous barriers to success plus
fiercely competitive marketplaces, global and regional
companies are increasingly
teaming up with local brands
to co-promote and co-brand
their products and services"
To help build the Mister Potato brand in
China – where DKSH is the company's
MES provider – and five other Asian countries, Mister Potato held a contest, called
the "Ultimate Manchester United Experience," in which winners would receive an all
expense paid trip to England to meet their
expand October 2013
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Manchester United heroes, tour the famous
Old Trafford stadium and attend both a
training session and a match.
Across the region, colorful store displays and special packaging promoted the
competition, as did both the Manchester
United and Mister Potato websites. To apply,
contestants purchased selected Mister Potato
products to obtain a unique code. Using this
code, they entered the contest by completing
a short slogan on Mister Potato's website or
by a phone text message. In March 2012, 35
excited winners left for their trip of a lifetime to watch Manchester United in action.
In addition to the contest, there have been
other co-branded events, including meetand-greets for fans to chat with and obtain
autographs from Manchester United players.
The perceived benefits for both partners
of the arrangements are wide-ranging. Mister
Potato, which was keen to grow its market
share in China, has gained greater exposure to
the country's huge base of Manchester United fans. Its partner gained not only a sponsor
but also an opportunity to grow its fan base –
and merchandising revenue. And one partnership has spawned another: Mamee-Double Decker's product Mamee Noodles is now
also an official Manchester United partner in
Asia, Oceania and the Middle East.
In a similar way, other English Premier
League football clubs have teamed up with
Asian companies. Air Asia sponsors Queens
Park Rangers – and there are numerous
branded tie-ups between the two companies –
and Genting, a leading Malaysia-based leisure
and hospitality group, sponsors Aston Villa.
The opportunities for creative co-promotion extend beyond the sponsorship of
sports teams. KLM airlines has partnered
with the owner of Miffy – a cartoon character popular in China – to increase its brand
awareness in the country. Similarly, The Peninsula Hotel group and the Industrial and
Commercial Bank of China have teamed up
to offer a co-branded credit card that offers
elite privileges at Peninsula's hotels in Hong
Kong, Shanghai and Beijing.
DKSH’s magazine for Market Expansion Services

Creative luxury brand promotions
Designer brands also offer partnering opportunities. In China, DKSH watch brands Maurice Lacroix and Bovet have teamed up with
BMW for several exhibitions of the top-of-the
line Series 7 models. Maurice Lacroix and
Bovet, plus other watch brands, were invited
to display their wares at the salons, attended
by invitation-only customers of BMW, Bank
of China and Loewe.
The events were a win for both BMW
and DKSH. For Lacroix and Bovet, whose
watches are well-known in Europe, it was an
opportunity to increase their exposure among
carefully targeted Chinese buyers. It was also
economical, since they paid no fee to attend.
BMW benefited since attendees who otherwise might have stopped by only briefly tended to linger for much longer, gaining greater
exposure time for their vehicles.
Lacroix has also teamed up with various celebrities, including entertainer Dicky
Cheung. As Lacroix's designated Asia Ambassador, Cheung attended the grand opening of the brand's Singapore boutique, and
images of him prominently displaying the
watches have appeared in Asian print media, plus Facebook and YouTube. To increase
Lacroix's exposure in Hong Kong, a booklet
with images of Cheung wearing the brand's
watches was distributed with CUP Magazine, a popular cultural magazine among the
country's executives.
"Co-promotion can be an ideal vehicle
in a wide variety of situations where two
brands appeal to the same target market, but
do not compete within that market," says
John Woo. This applies whether the brand
seeking exposure is for a luxury product like
Maurice Lacroix or a fast-moving consumer
good like Mister Potato chips.
Moreover, as with both the Lacroix and
Mister Potato events, co-promotion need
not be expensive, particularly if it leverages
digital and social media, an increasingly essential marketing tool but sometimes an
underestimated one in Asia. A 2012 study
indicated that three of the top four coun-

tries for 3G mobile web subscribers are in
the Asia Pacific region; the region also includes five of the top ten. Facebook is equally
popular. In Malaysia, 46 % of the population
is on Facebook (13 million people) and the
country ranks 18th in terms of social network
penetration; Taiwan ranks 19th globally.

"In Malaysia, 46 % of the
population is on Facebook
and the country ranks 18th
in terms of social network
penetration; Taiwan ranks
19th globally"
"Mister Potato's promotion took advantage
of the fact that almost everyone in the age
group that the brand is targeting uses digital
media every day," says Laurie Underwood.
Early adopters of co-branding in Asia
were typically foreign retailers partnering
with Asian banks to offer co-branded credit
cards. Today, foreign brands continue to use
partnerships to diversify their appeal, but
they are doing so in far more extensive and
creative ways. Promotion partnerships are
also a powerful tool for Asian companies
seeking to grow their businesses outside regional markets and throughout the world:
Maurice Lacroix may be looking east, but
Mister Potato is looking west.
In Asia and beyond, co-promotion enables partners to share costs and tap into each
other's skill sets, databases and unique selling
propositions – a win-win scenario all the way
around.

Gerri Chanel is an award-winning writer covering
business, technology and consumer issues. She is based
in New York and Paris.
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Positioning your brand
in a new market
Skillful and creative adaptation of a brand can make it more
relevant and appealing in the competitive Asian marketplaces.
By Tom Pattinson.
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››Reaching the Asian youth market is con-

sidered the holy grail for many global brands,
and with sustained economic growth, some
of the highest Internet usage density in the
world and over half a billion potential urban
middle class customers – the grail chase is
heating up.
The fluidity of Asian consumer trends
and an appetite for branded products have ensured the region is now integral to any global
company's marketing strategy. The branding
challenge is to convert Asian consumers into
loyal customers.
However, only ten Asian brands made
it into the 2012 Interbrand 100 Best Global
Brands list. These comprised mostly car companies, such as Toyota, Honda, Hyundai,
Nissan and Kia, plus technology companies,
including Samsung and Sony. All ten were
from Japan and Korea, leaving mainly Western brands to dominate much of the Asian
market. Fierce competition in Asian consumer markets is influencing Western companies
to further localize their brands to appeal to
domestic audiences, and for Asian companies
to increase their brand recognition to have a
greater global impact in the coming years.
From lychee candy to blueberry jam
All brands looking to internationalize have
to ensure they understand the cultural sensitivities of the countries they are trying to
enter. Pepsodent's teeth whitening products
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notoriously failed to take off in some parts of
South East Asia, where blackened teeth from
chewing betel nut are regarded as attractive.
Likewise, Asia's vast array of skin whitening
products would struggle to gain traction in
Europe or America.
The horror stories of 'lost in translation' product names have been well documented, but localization of a brand name is
still a factor many companies neglect at their
own expense. Apple's refusal to translate their
Japanese instruction manual into the local
language strongly affected their initial launch
into a market dominated by domestic competitors, and Myspace.com decided not to
use a Chinese name at its 2007 China launch.
The company wanted to retain as much of its
American identity as possible but failed to integrate its core values in China – leaving it in
limbo between the two.
The competition found this worked to
their advantage. "If you want to spend time
on a site that's about you, it's harder to pull
that off with a US brand. It just doesn't feel
authentic," said Joe Chen, Chairman of OPI,
the parent group of Facebook-style social networking site RenRen. "You tell a typical kid
in China who has never heard about Myspace
and ask the person to spell it, 90 % of the
time the kid has no clue."
Localization of a name is only the start
of a long and necessary process. There are numerous cases of international brands having

transferred their products into a particular
Asian market without considering the audience and the market.
In the challenging world of publishing,
men's lifestyle magazine Maxim used predominantly international content for its Chinese edition, covering subjects including military actions in Iraq and Afghanistan – a policy
nearly all young Chinese men opposed. The
magazine didn't survive. By contrast, Vogue
China gained respect for discovering new talent and educating its readers on fashion tips
and introducing stellar names in the international fashion world – and the relatively inexperienced local audience responded well. It
now commands some of the highest per page
advertising rates of any print publication in
the world.
In the food sector, Swedish candy maker
Läkerol proved the value of a well-researched
positioning plan. "We worked with the company's R&D people to ascertain which flavors might be popular to launch the brand in
Asia," explains Victor Hew, Regional Director for FMCG, DKSH North Asia. "Eventually we came upon the idea of creating a lychee flavor, which it hadn't produced before
in Europe, but which would appeal to Asian
taste preferences. This was a case of changing
and adapting products to create a new market demand."
Another example is Smuckers Jam. "We
did some research, and found the most popu47
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lar jam flavor in Taiwan was strawberry, but it
was already well serviced. So instead we tested
blueberry jam, and found it to be very popular –
and under-serviced," says Victor Hew. "This
was a case of not necessarily adapting the
brand, but looking at how a brand product
that meets a gap in the market can succeed."
From prestige to identity
While fashion is a popular concept in most
Asian countries, many mainstream fashion
brands are only now expanding across the region. A key reason is that high-street brands
have historically traded on value for money
and a strong personal identity, concepts that
Asian consumers have only recently started
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to embrace. Traditionally, there have been
two primary markets in Asia, the very high
end and the very low end.
Luxury product marketing has boomed
in key Asian markets since the 1990s and
continues to expand into new areas. "Luxury
brands define your identity and your place.
If you do well you present that," says Radha
Chadha, author of The Cult of the Luxury
Brand: Asia's Love Affair With Luxury. "In
the West, wealth is understated but in the
East it is new money – there is a need to
show it off."
At the opposite end of the spectrum,
low-income consumers have historically
chosen lower cost items – and quantity over

quality still dominates outside of the primary urban centers.
However, a growing demographic is
magnetizing global consumer brands – the
Asian middle class. Young, white-collar
workers look for products that have a brand
value they can identify with. These brands
indicate to others which consumer ‘tribe' a
person belongs to. Identifying strongly with
a specific demographic can unlock previously shuttered doors.
For creative companies, launching into
territories where the brand has less market
cachet presents a genuine opportunity. American clothing retailer Gap saw a huge dip in
US and European sales in 2011, and closed
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20 % of its stores. The same year it launched
in China with a strong campaign slogan "Let's
Gap Together" featuring recognizable household names from both China and the USA.

"Gap has always singled out
interesting creative people
rather than just celebrities
and we continued with that
tradition but by partnering Chinese creatives with
American talent"
"We took the DNA of the GAP brand, ‘A Liberated Spirit' and made it resonate for China,"
said Charles Sampson, CEO of agency Y&R,
which ran the launch campaign. "Gap has
always singled out interesting creative people
rather than just celebrities and we continued
with that tradition but by partnering Chinese
creatives with American talent."
Gap opened with three stores in 2011
and will have 200 stores in China by the end
of 2013.
Another example is Converse, which has
sponsored music festivals, taken Asian bands
on world tours and paid for musicians' recording sessions in a successful bid to dominate
the live music scene and attract the growing
"alternative" community. Many other brands
are also trying to position themselves as supporters of the arts and culture as a strategy to
appeal to key media-savvy influencers and
trendsetters who can act as spokespeople for
their brands.
Creative online branding
Foreign brands have to work hard to crack
Asian markets, and bureaucracy is often part
of the reason. Local companies receive economic, regulatory and tax advantages, however rising local brand protection is a challenge
that foreign companies must consider when
entering Asian countries.
In early 2013, the US lodged a complaint with the World Trade Organization
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against India, claiming unfair protection for
its solar energy products. India offers subsidies to local developers for using domestically produced equipment and states that all
government solar products should be bought
from domestic producers.
Tariffs for foreign companies and
subsidies for domestic firms are common
throughout Asia, but recent media criticism
of foreign brands also serves to challenge successful foreign brands who threaten domestic
producers. Apple, for example, has suffered
unwanted media attention in China, after being accused of delivering low customer service
standards. Retaining the international "cool"
factor while adapting to cultural sensitivities
is a high-priority brand issue.
This scenario works both ways, of
course. The "Made in China" tag still affects
many Asian brands trying to expand overseas, and although quality and technology
improves daily, conceptualizing international
branding is proving a challenge.
A critical emerging sector for globalized branding is online retailing. Asia has
44.8 % of the world's Internet users, and
there are 540 million users in China alone.
The e-commerce market in China has
just overtaken the USA and is expected to
reach RMB 2 trillion (USD 320 billion)
by 2015, according to BCG. However, foreign companies have failed to make a significant impact on the Chinese online market. Amazon has only a 3.5 % market share
compared to local competitors TMall
(51.5 %) and 360buy (22.7 %).

erence of working with homegrown brands.
"Yahoo Japan is a Japanese company,
and most of their employees are Japanese
people who fluently understand how the
Japanese mind-set and business work, but
Google's still a foreigner who's learned how
to speak some Japanese," tech analyst Nobuyuki Hayashi told the New York Times.
Low cost, fast and with a vast reach,
online ‘followers' of a brand help hone in
on the company's identity and enable it to
directly reach its target audience. "Internet
marketing is going to be very big, so companies will need to readapt their brand for
this road to market. Many western companies seem to neglect social media marketing in Asia, but it is increasingly important," explains Victor Hew. "Take China
for example, it is a huge, diversified market
where buying media is expensive, so social
media is growing very quickly as it can
reach a large audience given the proliferation of mobile communications."
For both international brands expanding in Asia, and for domestic brands
diversifying beyond their home market, the
message is clear. Clarity of brand positioning, and its direct relevance to consumers
in a chosen marketplace, is essential. Creative adaptation of a brand can yield strong
results, but relying on the same trusted
brand formulas that succeeded in an established market may be perceived as arrogant
and, even worse, irrelevant.

"Amazon has only
a 3.5 % market share
compared to local
competitors TMall (51.5 %)
and 360buy (22.7 %)"
Likewise, the cultural and national
identity of a brand plays heavily in Asia. Yahoo! still dominates the Japanese search engine market over Google because of the pref-

Tom Pattinson is a Beijing-based writer and commentator focusing on Chinese contemporary society and
youth culture for titles including the Sunday Times,
Vogue and Monocle.
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Service innovations migrate
from East to West
The growing business services sector in Asia is proving a fertile ground
for innovation in service development and delivery, and global markets
are starting to show a strong interest. By Nina Dennis.
››For many years, Asia has been famed for its

manufacturing prowess. Over the last two decades China, the "world's factory," has been
the heartland of global industry and has seen
its economy prosper accordingly. While other
Asian countries, such as India, have become
global outsourcing hubs, garments bought in
Western shopping malls frequently now carry
"Made in Vietnam" labels.
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But as Asian markets continue to develop,
the dynamics are shifting from manufacturing to services. While China's industrial
might still impresses, services (including
transport, wholesaling, retail, hotels, catering, finance and real estate) accounted for
45 % of China's GDP in 2012. In established Asian markets, services make up the
majority of total economic output. In Japan,

the service sector accounts for nearly threequarters of GDP, according to the World
Bank, while in South Korea services have a
60 % share.
This tilt reflects a switch away from exports toward domestic consumption once an
economy starts to mature, creating new opportunities for multinational companies wanting
to tap into Asian trade and service flows.
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Enhancing service delivery
At the same time as the refocusing from
manufacturing to services, a global strategic
shift has occurred toward core competencies. This means concentrating on what your
business does best and leaving everything
else to other players who can do it better and
more cost-efficiently, because that is their
core competency.
This trend toward specialization has
given the outsourcing industry a major
boost. As a result, the penetration rate of
market expansion services (MES) is particularly strong in emerging markets, where
increased middle class spending power is
driving new developments in consumer and
industrial markets.
Asia Pacific is believed to be the most
promising MES market, with 8.3 % annual
growth, according to the Market expansion
services: taking outsourcing to a new dimension
study, by Roland Berger Strategy Consultants. Service innovations are helping MES
providers, who possess local and regional disDKSH’s magazine for Market Expansion Services

tribution networks and deploy a specialized
sales force, to leverage their scale and expertise to launch products as quickly as possible,
and help maximize competitive advantages.
This increased demand for enhanced
MES services is working hand-in-hand with
a wider embrace of dynamic product and
service innovation by giving companies the
infrastructure and resources they need to deliver innovative services to their customers.
Although Europe and the USA are still the
main centers of innovation, Asian influence
is rising.

"The new Asian generation
is very well-educated and
hungry"
"The new Asian generation is very welleducated and hungry," says Gabriela Gil-

lot, Business Development Manager, Business Unit Technology for DKSH. "There's
enormous potential, as they have a new approach to developing innovative solutions
and implementing service innovations.
They are no longer duplicating the model
from the West, and are showing that this is
the new way."
As the number of companies from
Asia offering innovative service solutions
continues to grow, multinational companies will face increasing competition from
Asia-based counterparts. "Many companies have relocated their innovation centers
to Asia," says Gabriela Gillot. "While the
reason for this relocation used to be cost, I
don't think that is the case now."
Innovative services in healthcare
As the region's economies grow and business
sectors diversify, Asia is fertile ground for innovation in service provision, both economically and socially. With large populations and
often fragmented distribution systems, the
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requirements of successfully serving the Asian
markets necessitate service innovation. Mobile healthcare technology, for instance, may
have been first developed in the West, but it
is skyrocketing in the East, with the market
expected to hit USD 7 billion by 2017, up
from USD 500 million in 2011, according to
a study by the GSM Association and PriceWaterhouseCoopers. This growth is spurred
by the region's large population spread across
a vast landmass, which makes it both difficult
and costly for doctors to reach patients in remote areas, and radically increases the value
of innovative solutions.
While monetary gains drive service innovation, they offer many benefits. The Roland Berger market report notes that several
factors are affecting healthcare expenditure
in fast-growing markets like South East
Asia. As middle class incomes rise, the consumption of healthcare products is predicted to increase. This will likely drive demand
for better, more effective prescription drugs
in place of cheaper local generics, OTCs,
consumer health products and medical devices. To meet this diversified demand, service provision and product distribution will
require continued innovation.
This can clearly be seen in India,
where there are just 0.6 doctors per 1,000
people and health services are mainly concentrated in urban centers. This means that
rural residents – which account for 70 %
of the population – receive care from accredited social health activists rather than
professionally trained medical personnel,
and are therefore prime beneficiaries for
mobile health services. Respondents to a
survey conducted by The Economist Intelligence Unit and PwC found that the biggest attractions to mobile health are cost
reduction (58 %) and convenience of access (55 %).
In developing economies, innovation
is often born of a necessity to match the
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needs of a large number of people with relatively low resources.

"That provides an entirely
new stream that can be used
in more developed markets
that are also more price
sensitive"
"That provides an entirely new stream that
can be used in more developed markets that
are also more price sensitive," says James
Roy, Senior Analyst, China Market Research Group. "GE Healthcare developed
a portable ultrasound scanner for rural areas of China, including Xinjiang and Inner
Mongolia, where health clinics are often far
away. The lessons learned from deploying
that technology are also useful in the USA
and other global markets."
One very promising innovation
comes from the rapid deployment of mobile healthcare applications. These can be
used in many harder-to-reach regions,
helping doctors make diagnoses and monitor patients with chronic illnesses, such as
diabetes and heart disease, through mobile
phone or iPad-based cardiovascular health
apps that are convenient, efficient and cost
30 % of the professional service. Furthermore, such innovative services based on
existing technologies are beneficial to multiple companies, including mobile phone
operators, device manufacturers, software
developers and healthcare providers.
Innovation in communications
Communications technology is another
area in which Asia excels, and demand is
growing for more innovative and integrated

products and services. South Korea's Samsung Electronics invested USD 10.3 billion into innovation last year, and recently
launched a 2,000 square-foot development
center with Nanyang Polytechnic in Singapore. Such investments in innovation appear to be paying off for Samsung: the latest
Galaxy smart phone, unveiled in March, has
become hugely popular for its innovative
motion-detecting technology.
One area of innovation for which Asia is
particularly fertile is in mobile and social application development, because of the higher
penetration and usage of such services. For
example, Line, a social network that operates
on smart phones, was launched in Japan in
June 2011 and now has over 100 million users. As well as functioning in a similar way
to Skype, with free messages and calls for
mobile users, its innovative freemium emoji
(animated emoticon) platform generates
USD 3.75 million per month. This success
stands as an example and inspiration to app
developers throughout the West.
Patent applications in Asia are also rising.
China applied for 436,000 patents in 2011,
according to the World Intellectual Property
Organisation. China's State Intellectual Property Office received 526,412 applications in
2011, a tenfold increase since 2000, while
India applied for 16,000. Whereas in the US,
technology sector multinationals such as Microsoft, Intel, Hewlett-Packard and IBM are
the main drivers of new research, in China
the major patent applicants – Tencent, Huawei, ZTE and Hunan Sany – are based in
service industries, such as digital communications, pharmaceuticals and energy, as well as
computer technologies.
Gabriela Gillot. Rather than balking
at the challenge, global companies may see
innovation in the service sector as a chance
to expand, collaborate and test new business opportunities. As Gabriela Gillot con-
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cludes: "We are receiving more and more
requests from innovative Asian companies
looking to cooperate."
Meeting changing market patterns
As companies evolve, they frequently redefine
what they consider their core competencies.
With Asian consumers increasingly demanding new products and improved services, the
logic of specialization will remain, and become even more intense given the emergence
of information technology and globalization,
says the Roland Berger report.
As a result, market expansion services
companies are important partners in the in-
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novation and development of new services
and processes in marketing and sales, logistics
and distribution, customer service and technical support, which enables their clients to develop their markets by expanding both within
Asia Pacific and globally. In turn, these innovative services – while developed to answer
a specifically Asian need – often prove to be
equally effective in the West, and are "brought
home" by their originators as an advantage on
the home market.
The impact of this new Asian focus
on innovation is still developing, but is
now being experienced worldwide. "Existing clients are feeling increasing pressure

from Asian markets. Over the next ten
years, business innovation will increasingly
flow from East to West," says Gabriela Gillot. However, multinational companies can
capitalize on this innovation in the service
sector, and embrace it as a chance to expand, collaborate and test new business opportunities. As Gabriela Gillot concludes:
"We are receiving more and more requests
from innovative Asian companies looking
to cooperate with us."
Nina Dennis is a freelance journalist based in Shanghai.
She writes about current affairs, business, society and
culture, with a particular focus on China.
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Innovation in action

Innovation
in action
M. R. Shankar, Purchase Manager for AkzoNobel
India, discusses the company's approach to sustainable
innovation and improving the customer experience.
AkzoNobel is the world's largest paints and coatings
company and a major producer of specialty chemicals.
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AkzoNobel's website states that the company's
mission is to produce innovative products.
How do you marry service innovation with
product development?
At AkzoNobel we look at service as a part of
the product innovation and in many cases
our service innovation itself is a differentiated
product. Hence we see a seamless integration of our innovation process with products
and services. We are continuously working
on improving our service standards, both at
the back-end and the front-end, ultimately
resulting in an enhanced experience for our
customer and consumers. As a company, we
believe in deriving competitive advantage
through service differentiation.
What are the service challenges and opportunities for AkzoNobel in India?
We have both customers and consumers, and
there are two layers before our products reach
the end-user. Paint manufacturers deliver
products to around 40,000 outlets across India, and unlike mature markets, the painter
community purchases paint and related products from the dealers. The end-users, such
as households and companies, seek advice
from and involve contractors to undertake
the painting job. Unlike the western model
of DIY (Do-it-yourself), the current model
here is moving to BIY (Buy-it-yourself), and
to contract someone to do the painting work.
We have a three-tier approach before the
product actually reaches the end user, and at
each stage the service needs vary. Challenges
and opportunities are different for each of
these customers and decision makers, and we
have optimally standardized and customized
our services accordingly.
How important is the application of modern
technology for improving service delivery?
Although the market is largely governed by
BIY consumers, we have seen a shift and
evolution in the buying pattern of consumers, which is also moving towards DIY. Such
a trend would encourage the latent need for
ease of application, safety and hygiene, which
would eventually become more and more important. This can be largely addressed through
modern technology in application equipment
and designing the product to suit the needs of
the consumers.
At AkzoNobel, we have been successful in developing innovative technology products to provide the highest conDKSH’s magazine for Market Expansion Services

venience to our consumer. Among other
digital tools and technology that Dulux
offers, we also offer the Dulux Professional website, an interne based suite of
resources aimed at providing design-related
support services to professionals, anytime
and anywhere; and Dulux Preview, which
helps consumers see how a proposed color
scheme will work. The unique color visualization service previews help you visualize
the colors in your design, and the Dulux
Colour Schemer, a consumer friendly color
mobile application that offers users the ease
of choosing from a wide range colors and
products offered by Dulux. It gives the option of creating a choice of combinations
that can be used for home decor and wall
paints, within one's budget.
We also offer Dulux Color Click, a
self-help color tool that helps you create your
own color schemes that go with the color of
an item, furniture or home accessory of your
choice; and Dulux Mouse Painter, a fun application that allows the user to play with colors on a preset image and shows how different
colors can make the spaces look. Social media
is also increasingly being used as a source of
information, for knowledge sharing and for
feedback. It has been an influential catalyst
for service improvement and innovation, as
it has the power of reaching the masses with
lightning speed.
How does working with DKSH bring benefits
to your business?
This has been a very interesting collaboration. The relationship changed in 2007. Before that, DKSH acted as a commissioning
agent and we had limited interaction on a
day-to-day basis. However, this has changed
and DKSH now provides localized stock
keeping and logistics services, selling and distributing products to AkzoNobel's manufacturing locations.
DKSH provides a level of commitment and the transparency of the systems.
Both these elements are highly valued, and
our teams have worked very well together in
India. It's been a powerful way of working
because it has added value to our products
through enhanced service delivery.
AkzoNobel has stated: "Sustainability is
integral to everything we do." How do you
integrate sustainability into your business
strategy?

At AkzoNobel, sustainability is an important
pillar in our strategy that takes an important
role in our entire decision making process.
We focus on (1) economic value: revenue
coming from eco-premium products and services; (2) environmental impact: reduction in
CO2, reduction in fresh H2O consumption;
and 3) community welfare programs. All
these efforts are focused on creating value for
customers, employees, shareholders and other
stakeholders. We have cemented our position
as a global sustainability leader after being
ranked in first place in the Chemicals supersector on the Dow Jones Sustainability World
Indexes (DJSI).
Our product stewardship policies are
continuously working toward making our
products, processes and the input more and
more environment friendly. One of our innovative products is Dulux Super Smooth
Colour Bright; and according to independent
evaluation tests conducted at the Building
Research Establishment (BRE) in the UK,
a room decorated with LumiTec™-based interior emulsion paints can save up to 20 %
artificial lighting energy, thereby making it a
sustainable product solution with energy cost
savings. It uses this technology to reduce the
amount of light absorbed by the painted surface and to reflect up to twice as much light
around the room, compared to conventional
emulsion paints of a similar hue and chroma.
There is also Dulux Guardian, an antibacterial paint, which has been launched
with a view to create healthy living conditions at home. Guardian is the only paint
in India to be certified by an independent
laboratory for protection against six bacteria that cause health problems such as diarrhea, blood poisoning, lung infections and
intestinal infections. It also has low odor
and low VOC, making it safe for the user
and the environment.
In 2012, we launched Dulux WeatherShield SunReflect, a revolutionary exterior
paint, which can reduce the surface temperature of exterior walls by up to 5 degrees Celsius (tested by the Center of Energy Studies
and Research), thereby keeping homes cooler
and more comfortable. This also helps preserve the energy required for air conditioning.
The Solar Reflective Index (SRI) of this paint
is double compared to regular exterior paints,
thus reducing the heat build-up inside houses
and homes.

55

ASEAN prepares for a bold new future

ASEAN prepares
for a bold new future
Businesses seeking to benefit from enhanced inter-Asian trade
should start planning for ASEAN's regional economic integration,
which is set for 2015. By Paul French.
››

The Association of Southeast Asian Nations
(ASEAN) is about to make the biggest step of
its existence. According to the organization, it is
now more than 75 % ready to create the ASEAN
Free Trade Area, or the ASEAN Economic Community (AEC) as it's also known, the next step of
economic integration transforming ASEAN into
a single market and production base by 2015.
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The AEC is the next logical step for an organization that encompasses 600 million
people, 10 nation states and a combined
nominal GDP of approximately USD 2 trillion that welcomed seven times the amount
of foreign direct investment per capita than
India in 2012, and almost as much as China.
The economic integration goals will include

the elimination of tariffs, free professional
movement, faster customs and capital clearance procedures – and, ultimately, increased
inner-Asian trade. Free Trade Area (FTAs)
will be a key strategy for ASEAN to gain
greater market access to trading partners and
to attract greater foreign direct investment
into ASEAN.

expand October 2013

ASEAN prepares for a bold new future

Overall, the AEC is being planned with the
goal of increasing regional economic prosperity and stability and reducing the development gaps among members. It's a process
that will also have major ramifications for
foreign companies doing business in the region; in essence, if you're doing business in
any ASEAN country, it should become easier
to grow your business across the region.
The development of ASEAN
Historically, progress toward an integrated
ASEAN hasn't always been smooth. Its birth
back in 1967 was driven largely by a desire to
find a forum to heal rifts between various regional countries and maintain peace. It wasn't
an easy "bloc" to manage in those early days.
Only in the 1990s did ASEAN start to grow
significantly as an economic body, encompassing more members – including countries that
had suffered repeated wars and endemic poverty, such as Vietnam, Laos and Myanmar –
and formulating regional policies.
At that time, it was still a grouping of
nations in close geographic proximity that
ranged politically from the democracies of the
Philippines and Thailand to the then military
junta of Myanmar – and was not an easy assimilation of nations among which to find a
common cause.
ASEAN also found it difficult to meaningfully intervene in disputes – including
East Timor, insurgencies in Myanmar and the
Philippines – and then, in 1997, the Asian
financial crisis struck. There was little in the
way of a coordinated response by ASEAN,
and each member state struggled to fend for
itself. The problem was left largely for the
large multilateral global financial bodies, such
as the World Bank and the IMF, to resolve.
At the same time, China was continuing
to develop at a rapid pace, which overshad-
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owed the region's economy. In the need to rebuild the economies of the ASEAN states and
to find ways of competing with an economic
behemoth like China were sown the seeds for
deeper economic integration – the genesis of
the AEC.
Optimal time for trade growth
In geopolitical and global economic terms,
now is the optimal time in ASEAN's history
for deeper integration. Its member countries
have recovered and restructured themselves
from the bad old days of the Asian financial crisis – a process that takes longer than
presumed, as western economists, economic
planners and politicians are now rediscovering post-2008. In addition, new industries
have emerged across the region, such as alternative energy and wafer fabs, as have new (or
renewed) trade routes, such as the corridor
running through ASEAN into China's Yunnan and western provinces.
At the same time, economies such as
Laos, Cambodia and Vietnam are emerging fast while the democratization process
in Myanmar could not have come at a better time. Myanmar's restructuring alone is
offering massive economic and investment
interest, plus a host of new trade routes and
commercial opportunities for companies
both within and beyond the ASEAN region.
The new Burma Road running up into China
and across to the Indian Ocean means that
ASEAN, and potentially the AEC, really does
now stretch from East Timor to the Indian
Ocean. That's a massive geographic area.
And geography is the key to the South
East Asian region, as it always has been.
Zheng He's treasure ships knew the importance of the Malacca Straits, the British Royal Navy similarly of Singapore; Burma was
the key to China and The Raj; the Mekong

a giant transit route north to south. Newly
expanding regional ports such as Haiphong
and Klang are able to handle the overspill
from Singapore and cope with new manufacturing relocating to the ASEAN region from
China as business costs rise in the Middle
Kingdom.
Commercial optimism abounds
Understanding the mechanics of the AEC
will be crucial to anyone looking to expand
their business in ASEAN. At the moment
most seem confident. A recently released survey, Riding the ASEAN elephant, by the Economist Corporate Network (ECN) and Baker
& McKenzie, suggests that global companies
are optimistic about the opportunities that
the AEC will bring. Most important, 95 % of
respondents believe that ASEAN will achieve
its vision of creating an AEC with free movement of goods, services and labor – and the
majority are now factoring ASEAN integration into their strategic planning.
The key elements of the AEC to monitor in
the run up to 2015 include the progress, already begun, of harmonizing laws across the
region. This is no simple task, but one that
is underway. The fluctuations in local laws
and their enforcement have previously represented barriers to growth for many companies in the region. Differing and highly
complex foreign investment regulations and
trade barriers across ASEAN have proved
tricky for many companies, especially when
compared with neighboring China's offering of "one country, one system." For many
companies, this headache has translated
into a "multi-local" strategy across the region. This can be made to work, but it adds
administrative costs, resources and headaches. The AEC will aim to alleviate these
difficulties.
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Harmonizing laws and regulations is complicated but achievable; the political will exists
in most ASEAN capitals to get this done by
2015 for everyone's mutual benefit. The reality is that some states will get there faster than
others, and this will need to be factored into
business planning.
Beyond economic integration, the next
big step – a single ASEAN currency – is
a tougher hurdle to leap, and is unlikely to
happen any time soon. Dr. Lim Hong Hin,
Deputy Secretary General of ASEAN, told
the media late last year that "the time is not
ripe for a discussion on a single currency just
like the euro."

Vietnam

Philippines

"The time is not ripe for a
discussion on a single currency just like the euro"
By 2015, however, companies will need to
be ready for something that looks a lot more
like a region-wide free trade area than ever before. Meanwhile, ASEAN is already pushing
ahead beyond 2015 and actively working to
launch the start of negotiations for the Regional Comprehensive Economic Partnership
(ASEAN+6) with China, Japan, Korea, India,
Australia and New Zealand.
In business terms, the AEC's future
has already begun – and companies should
start planning for the benefits greater integration could bring, particularly in terms of
enhanced trade flows into and within the
ASEAN region.
Paul French is the Chief China Market Strategist for
Mintel International based in Shanghai. He specializes in
consumer related economic issues in Asia.

Indonesia
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Is Asia's manufacturing
map being redrawn?
Rising labor costs in China are impacting investment, but will it remain
the region's manufacturing superpower? By Tom Clouse.
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››Few symbols better represent the evolu-

tion of manufacturing over the past decade
than the "Made in China" label. Since
China joined the World Trade Organization (WTO) more than a decade ago, foreign factories have poured into the country, pushing up foreign investment from
USD 11.8 billion in 2002 to USD 111.7
billion in 2012. This inbound investment
has contributed to China's rapid economic growth, unprecedented not only in its
speed but also its consistency. China is now
the world's largest manufacturer and second largest economy.
Many factors have contributed to
China's success in attracting the world's
manufacturers – huge investments in infrastructure, pro-growth government policies,
varied legal enforcement, reduction of trade
barriers after China's WTO entry, and the
managed value of the currency. These influences were combined with a key differentiator, China's abundant work force. The
gradual opening of China's economy supplied factories with a steady stream of eager
employees willing to work for low wages.
For decades, economic models assigned no
limit to China's labor supply.
The challenges facing Chinese
manufacturing
Those models are changing, and as a result,
manufacturers are re-evaluating their assumptions and their production strategies.
Companies, especially those in the traditional manufacturing hubs of eastern and
southern China, are finding it increasingly
difficult to keep old employees and find new
ones. For many migrant workers, improvements in infrastructure have opened up
jobs closer to home, where they can avoid
homesickness and the crowded conditions
of factory life. Investment bank Standard
Chartered estimates that wages in China
rose 10 % in 2012 and 11 % in 2011.
Demographic changes will further
tighten the labor supply. In 2012, China
recorded its first drop in the working age
population in decades. The government is
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also introducing policies to push up wages
and improve policy enforcement on issues
ranging from labor practices to environmental conditions. These changes could
be good for foreign companies, especially
those that are successfully selling their
products to domestic Chinese consumers,
but they are also pushing up costs. Many
manufacturers, especially those in laborintensive industries, are looking at other
locations across Asia.

"Investment bank Standard
Chartered estimates that
wages in China rose 10 %
in 2012, and 11 % in 2011"
In 2012, China's foreign direct investment
fell for the first time since the 2008 financial crisis, with investment down 3.7 %
and approved FDI down 10 %, according
to the country's statistics office. In contrast, Indonesia realized a record high USD
24.6 billion in FDI, up 26.1 % from 2011,
while the Philippines approved foreign
investments worth USD 6.3 billion, the
highest level since 1996. Thailand's FDI
increased 11.3 %, according to the central
bank, and after a slight increase last year,
Vietnam's realized FDI grew 7.1 % year on
year between January 1 and March 20 of
this year.
Will ASEAN attract migrating
manufacturers?
For companies investing in new locations
around Asia, labor cost likely figures in
their decision-making. But it is only one of
many factors. The reduction of trade barriers is another. Ten of China's southern
neighbors are members of the Association
of Southeast Asian Nations (ASEAN), a
group working toward the creation of an
integrated economic community by 2015.

The ASEAN economic community (AEC)
will not only eliminate trade barriers, but
also bring consistency to the policy environment and add impetus to ongoing efforts to improve regional infrastructure.
ASEAN's population of around 600 million comprises a large workforce as well as
a large potential market. The IMF expects
ASEAN's economy to grow 5.5 % this
year, after expanding by 5.7 % in 2012.
ASEAN's workforce is also much younger
relative to its northern neighbor, with BoA
Merrill Lynch predicting its labor force size
will peak around 2042.
ASEAN is also working to lower trade
barriers beyond its borders. Free trade agreements (FTAs) with China, India, South Korea, Australia and New Zealand took effect
in 2010, and negotiations are underway to
further lower trade barriers within this area
and beyond. According to estimates from
investment bank UBS, ASEAN countries
have reduced average tariffs on products
sold to China from 9.8 % before the FTA
took effect to only 0.1 % now. Manufacturers in ASEAN can take advantage of these
low rates to export products to China and
other Asian markets.
"The effective implementation of
stronger regional trade agreements will encourage more trade among Asian countries,
compared to trade with the US and EU,
and will also lead to more specialization of
the countries," says Eduardo Chakarian,
Director of Monitor Deloitte in Singapore.
"For example, instead of having factories in
China, Thailand and Indonesia all doing
the same thing, factories in Indonesia may
process raw materials, factories in Thailand
manufacture automobiles, and factories in
Vietnam produce electronics."
The risk diversity factor
Some companies are also looking to new
manufacturing locations to diversify their
risks. Droughts, floods, earthquakes and
other natural disasters have disrupted supply
chains in recent years, political risks are rising, and energy and raw material prices are
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fluctuating significantly, highlighting the
importance of proximity to suppliers and
customers. The McKinsey Global Institute,
the business and economics research arm of
McKinsey&Co, estimates that volatility in
raw material prices has increased by 50 % in
recent years and is now at an all-time high.
In a November 2012 report, the McKinsey Global Institute noted that supply
chain risks had increased since 2008 and
recommended that manufacturers respond
62

by "making big bets on long-term trends
while becoming more agile and responsive
to near-term opportunities and shocks."
Part of that agility should come from sourcing materials from multiple locations to
minimize disruption risks, the study says.
In the wake of the 2011 earthquake
and in the midst of political friction with
China, Japanese companies have been
particularly active in South East Asia. Investment bank UBS points out in a report

published last autumn that over half of
Japan's 2011 out-flowing, Asia-based FDI
went to ASEAN countries, with investment
in Thailand, Malaysia, Indonesia and the
Philippines exceeding investment in China
for the first time. Since November, Toyota,
Honda, Suzuki and Bridgestone have all
announced plans to build new factories in
Southeast Asia.
While new patterns of manufacturing
trade are emerging in Asia, few multinational
expand October 2013
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manufacturing companies seem likely to
abandon China altogether despite the rising
costs. Deloitte's 2013 Global Manufacturing
Index revealed that executives from around
the world ranked China as the planet's most
competitive manufacturing destination –
both today and in five years from now. The
executives cited science and technology investments, employee education, infrastructure development and safety and health regulations
as China's competitive advantages. China also
DKSH’s magazine for Market Expansion Services

offers highly developed supply chains and a
rapidly growing domestic market.
But China's neighbors have much to offer, too. In Deloitte's Global Manufacturing
Index, executives expected ten of the top 15
most important countries to be in Asia five
years from now, including China, India, South
Korea, Taiwan, Singapore, Vietnam, Indonesia, Japan, Malaysia and Thailand. Companies
that look to manufacture in new locations in
the region can cut their labor costs, and more

important, diversify their risks, reducing the
chances of supply disruptions in highly competitive environments, and ensuring a consistent, widespread presence in Asia for decades
to come.

Tom Clouse writes on economic, political and social
issues for magazines in the USA, EU and China. He
divides his time between San Francisco, Nashville and
Beijing.

63

The Korean Wave

Worldwide, Korea is known for hosting the 1988 Olympics,
co-hosting the 2002 World Cup and spawning the 2012 pop
mega-hit, Gangnam Style. But Asia's fourth largest economy
is also a high-tech powerhouse that is home to several leading
global brands. By Gary Bowerman.
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Letter from Korea

››A nation of around 49 million people,

South Korea is located on the Korean Peninsula in North East Asia. It also resides at the
margin of history. Beyond the Demilitarized
Zone (DMZ) – known as the Great Divide –
the sabre rattling North Korean leadership
has issued renewed threats against its southern neighbor since Kim Jong-un assumed
power in December 2011. Recent months
have been notable for heightened tensions
between the divided peoples of North and
South Korea.
The two nations remain technically at
war since the inconclusive end to the Korean
War that divided the peninsula in 1953,
and the fractious standoff between North
and South Korea continues to engage global
political powers including China and the
United States.
Visiting to the Korean capital, Seoul –
just 55 km from the DMZ – brings you up
close and personal with strategic international relations in action. Koreans, though,
have become accustomed to the bellicosity
from north of the border, and are sanguine
and forward focused. In recent months, they
have tried instead to concentrate their attentions on the stalling economy.

"This follows 2012's
modest 2 % GDP growth,
which was down from the
3.7 % recorded in 2011"
Korea's export-led economy has been stung
by a weakening Japanese Yen, which has
rendered Korean exports relatively more expensive in global markets. The Korean Won
has risen around 8 % against the US dollar
in the past 12 months and has strengthened
by 20 % against the Japanese currency since
October 2012. While a strong Won provides added spending power for South Korea's strong contingent of outbound business and leisure travelers, its impact on the
domestic economy has raised concerns.
The Korean government reduced its
growth forecast for 2013 to 2.3 %, down from
an original estimate of 3 %, largely due to sluggish exports, slowing investment and weak
consumer sentiment. This follows 2012's
DKSH’s magazine for Market Expansion Services

modest 2 % GDP growth, which was down
from the 3.7 % recorded in 2011.
Consequently, recently elected President Park Geun-hye introduced a KRW
17.3 trillion (USD 15.5 billion) stimulus
package in an attempt to kick-start domestic spending and investment.
That said, things could be considerably worse; Korea's per-capita gross national income of USD 22,708 comfortably
exceeds that of most Asian countries, and
the government holds extensive foreign reserves. The populace enjoys excellent infrastructure, including vibrant, modern cities,
an inter-city high-speed rail network, extensive highways and world-class telecommunications. Korea's knowledge-based industrial economy also boasts a portfolio of
globally renowned technology brands, including Samsung, Hyundai, LG, Kia Motors and SK Telecom.
One of the most wired countries on
earth, Korea currently counts around 20
million 4G users and is proactively preparing for an even more high-tech future. In
2013, Samsung – the world's leading phone

maker in the first quarter of the year, with
a 23.6 % global share – tested super-fast
5G wireless technology capable of downloading an entire movie in just one second.
This advanced Internet service is slated to
become commercially available in 2020.
In 2012, an alternative Korean export
also grabbed global headlines. A bespectacled pop star called Psy danced as if on
horseback while performing the planet's
most-played song of the year, Gangnam
Style – which mocked the ostentation
of Seoul's upmarket Gangnam district,
famed for its glitzy boutiques, restaurants
and clubs. Psy represented quite a departure from Hallyu, or "Korean Wave," the
collective name given to a cultural movement of immaculately coiffed TV and
movie stars and boy bands that are idolized
across Asia.
For prospective investors and companies wanting to sell their products and
services in Korea, understanding Hallyu
is equally as important as deciphering the
political and economic situation and its
highly mannered business etiquette.
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Insiders

My Tokyo

Peter Kaemmerer, President & Head
Country Management of DKSH Japan,
discusses his experiences of living and
working in the Japanese capital.
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››I was born in Japan, and lived here until I

was 15. I then left to study in Germany, the
USA and France, and after earning my PhD,
I returned to Japan to work in a traditional
trading company for ten years. Since, then I
have worked in places as diverse as Singapore,
Stuttgart and New York, but always traveled
regularly to Japan for business. I returned to
Tokyo two years ago to take up my role with
DKSH. I feel very much at home here. I speak
Japanese and enjoy the culture and way of life.
In many ways, the whole country has
changed since the second half of the 1990s,
when the asset bubble burst and the economy
moved into a prolonged recession. Japan still
maintains a very high GDP per capita, but
almost two decades of deflation have made
an impact. Despite that, Japan is still a powerhouse, export-oriented economy, and it is
now undergoing the "Abenomics" experiment – a new type of monetary policy underpinned by a much lower foreign exchange
rate that is designed to give renewed impetus
to the Japanese economy.

There is a high level of creativity, experimentation and inventiveness, too, which can be
easily discerned from studying modern and
ancient Japanese cultures. Today, the different art, fashion, pop music, architecture, literature and culinary scenes across the country
are very vibrant and interesting.
The level of technology is also hugely
impressive. The Japanese are very receptive
to new trends and like to experiment with
advanced technologies. It always seems there
are new gadgets and smartphone applications
being developed. Indeed, that is one of the
changes I have noticed over the years. The
Japanese were experts at the art of reading a
newspaper in the compressed area of a crowded subway train, but today hardly anyone
reads a book or a newspaper – smartphones
have completely taken over.
Dining out is one of the great joys of
living in Tokyo. The city boasts numerous
Michelin-starred restaurants, and many of
the creative young chefs don't even want to

be listed in a Michelin restaurant guide. My
wife and I prefer to seek out smaller, lower
profile places to eat. We enjoy finding untried
sushi, yakitori and tempura houses to taste
authentic local dishes. I love sushi, and also
soba (buckwheat noodles) and natto (a dish
made of fermented soy beans), which I have
been eating since I was a child.
Living in Japan is a very different cultural experience from Europe or the United
States. You have to be more careful in understanding and predicting group relationships, and the work environment is centered
on consensus. This makes the leadership
process for guiding decision making more
focused on building the correct consensus
among the group through persuasion and
interpersonal relationships. If you are patient and honest, you will find that people
are highly engaged, but this is displayed in
a less forceful way than in the west.

"The Japanese have a
reputation for being reserved and polite, but I
have found that behind
the calmness there are vast
reserves of strength, resilience and determination,
as well as friendliness and
honesty"
I travel across Japan for work, usually by taking one of the efficient high-speed shinkansen
"bullet" trains. Wherever I go, I like to talk
to taxi drivers to gauge their opinions and
learn about what people are saying to them.
Generally, and particularly in the main urban
centers like Tokyo and Osaka, the drivers definitely feel that the economy is picking up.
People often ask me what is my most
memorable experience of living and working
in Japan, and it is an easy question to answer:
the people. The Japanese have a reputation for
being reserved and polite, but I have found
that behind the calmness there are vast reserves of strength, resilience and determination, as well as friendliness and honesty.
DKSH’s magazine for Market Expansion Services
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Supporting our
clients and customers
at Baselworld

There is no event quite like Baselworld, the world's largest luxury timepiece
and jewelry showcase. Held each spring in Basel, Switzerland, it brings
together the world's top watch and jewelry brands – and DKSH was on
hand to bring together our partner timepiece brands and key customers
from Asia.
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For the world's watch and jewelry industry,
Baselworld is the most eagerly anticipated
event on the calendar. This year, between
April 25th and May 2nd, 1,450 watch, jewelry and precious-stone companies showcased their latest products and innovations
to 122,000 visitors (an increase of 17 % on
the 2012 show) from 100 countries.
As the premier annual showcase for
the luxury watch industry, Baselworld is
also a significant business opportunity for
DKSH's Luxury & Lifestyle business segment. DKSH represents a variety of watch
brands in Asia, including Maurice Lacroix,
Davidoff, Ulysse Nardin, Breitling, Rolex,
Glycine, Westend and Salvatore Ferragamo,
which exhibited at Baselworld 2013.
To support these brands and our
Asian customers, more than 40 members of
DKSH's Luxury & Lifestyle team from 11
different Asian countries attended this year's
Baselworld. Throughout the eight-day show,
DKSH supported our watch and luxury
brand clients from Switzerland as they undertook meetings with Asian retailers and
the media and attended business dinners and
lunches. We also assisted our client brands
to introduce product novelties and host new
product launches, take new orders, and discuss marketing initiatives to be launched in
Asia over the next year.
"Baselworld happens only once a
year, and it is the most important watch
event for the whole world," says Francis
Phua, DKSH Regional General Manager,
Luxury & Lifestyle, Luxury Watches. "All
the different watch brands showcase their
latest novelties and, at the same time,
customers from different points of sale
around the world make sure they attend
this unique event."
DKSH supports clients at Baselworld
as part of its role as the leading market expansion services provider with a focus on
Asia. "We help brands establish their foothold in the market by opening points of
sale and distributing their watches," says
Francis Phua. "But we do far more than distribution. We help our brands to position
themselves in the market through advertising and promotion and PR, and determine
the right price points in each market. At the

same time, we provide feedback in the sense
of their productive element in order to suit
the particular needs of the Asian markets."
Feedback from this year's Baselworld
was very good, especially for the new Maurice Lacroix product novelties. One of the
key events for the DKSH team was the
launch of Maurice Lacroix's new Masterpiece Seconde Mysterieuse. The event was
hosted by Jennifer Gerber, a former Miss
Switzerland, and featured a breathtaking performance by the world-renowned
Dutch magician Hans Klok.

"We are very happy to
cooperate with DKSH
because the team has the
passion and service
standards we require"

the Pontos S Extreme, Pontos S Diver and
5-Hands Masterpiece.
"We are very happy to cooperate with
DKSH because the team has the passion and
service standards we require," says Mr. Lam,
owner of Tic Tac Group, a Hong Kong-based
luxury brands retailer with more than 20 years
of experience in the watch retail business.
Mr. Lam visited the Maurice Lacroix
booth at Baselwold to view the product
novelties, meet the management of Maurice Lacroix and DSKH, and to discuss
marketing plans and other business activities for the year ahead. In particular, he expressed his ongoing fascination for Maurice
Lacroix Masterpiece Square Wheel. "In
terms of design and creativity, it is really innovative and it is a great point that we can
showcase this kind of product, especially at
Baselworld. This event is like a carnival for
the watch industry."

Also at Baselworld, Maurice Lacroix – which
opened its first mono-branded boutique in
Hong Kong earlier in 2013, operated by Tic
Tac Group in cooperation with DKSH –
introduced additional novelties, including

Kan Lam, owner of the Tic Tac Time Group greets Candy Lee, Senior Brand manager for DKSH Greater
China, at the Maurice Lacroix booth at Baselworld 2013.
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Making food and
pharmaceutical products
safer by controlling
water activity
For 20 years, DKSH has supported Novasina to market and distribute its
specialist instruments for measuring water activity, which helps to ensure
product safety in the food, cosmetics and pharmaceutical industries.

››Water is an important basic element in food,

cosmetic and pharmaceutical products, and its
control is critical for guaranteeing quality and
safety during the production process, storage,
transportation and consumption and to optimize a product's shelf life.
Novasina is the market leader of highquality instruments that provide information
about the free water in product samples, and
with the support of DKSH it sets a worldwide
standard in quality assurance for both global
enterprises and medium sized companies.
The moisture content is the total water contained in a product, and is expressed
as a percentage of its weight. But it is the
free, "active" water in which microorganisms can grow, and its measuring value is
called "water activity," or the aW-value. Optimizing the quantity of free water available
to molds, yeasts and bacteria reduces their
growth and in some cases toxin production.
Furthermore, an ideal aW-level preserves the
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"Novasina is the market
leader of high-quality instruments that provide
information about the free
water in product samples,
and with the support of
DKSH it sets a worldwide
standard in quality assurance for both global enterprises and medium sized
companies"

texture, flavor, color, nutritional value and
stability of a product.
The recognition of water activity monitoring started in Europe over 30 years ago and
was subsequently incorporated into the US
Food & Drug Administration (FDA) and US
Department of Agriculture (USDA) regulations. Today, it is an important element of the
Hazard Analysis and Critical Control Points
(HACCP) requirements.
For more than 50 years, Novasina's aWmeters have been developed and manufactured in Switzerland and exported around the
world. The distribution partnership between
Novasina and DKSH can be traced back more
than 20 years, when it was started in Japan. A
few years later, the partnership was extended to
China, where a similar success story occurred.
Novasina contributed by providing continuous product and application training, shared
activities at exhibitions and symposiums, and
attending customer visits.
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increasingly focused on the BRIC (Brazil,
Russia, India and China) nations, where increasing quality requirements and government
regulations are influencing greater interest
for aW-meters. Japan has also been a strong
growth market, and progress is predicted in
the countries of ASEAN, where continued
market developments will increase the need
for laboratory instrumentation, particularly in
the food and pharmaceutical industries.
"The market success of Novasina's aWmeters has been predominantly due to the
professional competence of the DKSH sales
engineers, coupled with focused marketing

activities. These were decisive points for an
excellent start of our partnership in Japan
and China. Today, Novasina can proudly
say that DKSH is one of the biggest key
accounts in the sector of water activity
measurement instruments, where DKSH
is continuously gaining market share and
improving the sales volume dramatically.
The synergy of Swiss engineered high-end
measurement devices and an effective market presence in Asia will further strengthen our position in this growing region,"
says M
 oritz Hänsli, Managing Director of
Novasina AG.

Moritz Hänsli,
Managing Director of Novasina AG

"Outstanding sales results
in 2012 encouraged DKSH
and Novasina to extend this
collaboration to an exclusive
partnership to market and
sell Novasina's water activity measurement equipment
in China"
Outstanding sales results in 2012 encouraged
DKSH and Novasina to extend this collaboration to an exclusive partnership to market
and sell Novasina's water activity measurement equipment in China.
Although Europe has been historically
the company's strongest market, Novasina is
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One of Novasina's portable water testing kits.
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1 Korea

Expanding our
global footprint

2 Indonesia

As the number one provider of Market Expansion Services with a
focus on Asia, DKSH helps its partners to grow their businesses
in new and established markets. We constantly expand our on-the-
ground expertise and presence, which today includes 26,300
specialists, 680 business locations, 180 distribution centers, and
access to 500,000 customers in 35 countries.
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Growing DKSH
DKSH has enjoyed another landmark year.
Since our IPO in March 2012, the performance of our stock has been outstanding, with
a total gain in share price of 55.2 % (until the
end of May 2013). At the same time, it outperformed all relevant stock market indices.
On March 12, we published our financial results for the first time as a public
company. The excellent performance demonstrated the resilience of our business model.
Operating profit of CHF 277.3 million increased by 16.7 % compared to 2011, aftertax profit grew by 21.3 % to CHF 184.7
million (excluding the gain on sale of OLIC)
and net sales grew by 20.4 % to CHF 8.8
billion, by far exceeding the 8.3 % growth
rate of our addressable Market Expansion
Services industry. The 46 % higher dividend
(including an extraordinary dividend) was a
notable highlight.
Overall, the stock market's reaction
has been positive. On the morning of the
publication day, March 12, the DKSH
share price opened 1 % higher and gained
a maximum 5 % increase (at CHF 81.05)
during the day. During the course of the
week, the price even increased to a new
record of CHF 84.85. The following day,
members of DKSH's management team
embarked on a roadshow to investors in
Zurich, London and Frankfurt, three of
the main capital market centers in Europe.
During these roadshows, one-to-one meet-
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ings were held with investors who have substantial assets under management, as well as
group meetings for investors who may have
fewer assets under management or who are
generalist investors and not so well versed
in the DKSH equity story. We look forward
to capitalizing further on this momentous
year for DKSH.
1 DKSH acquires medical device
distributor Miraecare in Korea
DKSH has acquired Miraecare, one of the
leading medical device distribution and service providers in Korea, strengthening its
Korean operations, as well as the footprint
and capabilities of its Healthcare business
unit in the medical devices industry. With
approximately 100 specialists and net sales
in 2012 of CHF 31 million, Miraecare provides highly specialized distribution and
logistics services to both leading multinational medical device manufacturers and
best-in-class hospitals in Korea.

nesia is considered one of the most attractive
MES markets in the ASEAN area.
This acquisition allows DKSH to extend
its presence in Indonesia, by adding Business Unit Technology to the already present
Business Unit Performance Materials, following the DKSH strategy for sustainable
profitable growth, which is focused on organic growth, coupled with the pursuit of
bolt-on acquisitions.
Primatek is well established and employs
approximately 100 specialists in Indonesia.
Besides supplying capital investment goods,
it also offers services including installation,
education and training, technical support, after-sales services and maintenance. Primatek's
current owner and Managing Director, Walter Widmer, will assume the position of Head
of DKSH's new Business Unit Technology
as well as Head of Country Management in
Indonesia. One of his first tasks will be the
smooth integration of Primatek's business
into DKSH's operations in Indonesia.

2 D
 KSH strengthens its presence in Indonesia, one of
the fastest growing nations
in South East Asia
DKSH signed an agreement to acquire the
business of PT Primatek Technologies, a wellestablished distributor of capital investment
goods in Indonesia, in August. With a projected annual market growth of the Market
Expansion Services industry of 12.7 %, Indo-
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Going from
strength to strength
As the number one provider of Market Expansion Services with a
focus on Asia, DKSH is committed to helping our partners grow their
businesses in both new and established markets. To meet every customer need, we are constantly investing in infrastructure, searching for
new ways to deliver optimal service and strengthening our teamwork.

DKSH and Clariant expand their
collaboration into the USA
DKSH and Clariant, one of the world's leading specialty chemical companies based in
Switzerland, have decided to expand their
existing collaboration in Asia and join forces
in the USA. DKSH will provide Market Expansion Services for Clariant's Industrial &
Consumer Specialties business unit, which
includes preservatives, surfactants, rheology
modifiers and polymers. These products are
used in a broad range of skin and hair care
products and will be distributed by DKSH
throughout the US midwest.
DKSH and Synthomer begin
strategic partnership in Asia
DKSH and Synthomer, one of the world's
leading suppliers of emulsion polymers for
coatings, construction chemicals, adhesives
and technical textiles, have entered into a
regional distribution partnership covering India, the Philippines, Vietnam, Myanmar and
Thailand. DKSH will distribute and market
Synthomer's full range of emulsion polymers
in Asia for the coatings (excluding Vietnam),
construction, adhesives (excluding Vietnam)
and textiles (excluding India) segments.
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DKSH and Tagra sign pan-Asia
agreement
DKSH will provide marketing, sales, logistics
and distribution services to Tagra, a premier
producer of stabilized active ingredients, in
China, India, Korea, the Philippines, Thailand and Vietnam. Tagra's range of encapsulated actives, oils and pigments are produced
by applying its cutting-edge manufacturing
technology, RND™ (Release On Demand),
which seals each micro-capped ingredient
from chemical and cross-link reactions, degradation, color change or loss of potency
during production, and for extended periods
thereafter.
DKSH and Shell expand
cooperation to Myanmar
DKSH and Shell Lubricants, the number
one global lubricant supplier, have expanded their successful partnership to Myanmar. DKSH provides marketing, sales,
distribution, merchandising, logistics and
back-office services to support Shell's market entry into Myanmar's B2C channels.
For several years, DKSH has collaborated
with Shell in the premium lubricant products market in Thailand.

DKSH launches SQOOM skincare
products in Asia
DKSH will provide exclusive distribution
and marketing services across Asia for Germany-based Schick Medical GmbH's SQOOM
skincare products. The agreement is aimed to
accelerate new market entries and to sustainably develop the SQOOM brand across Asia.
DKSH supports Henkel's expansion
in Singapore
DKSH extended its partnership with Henkel,
the German expert in washing and cleaning,
to provide marketing, sales, merchandising,
distribution and back-office services to support the expansion of Henkel's Laundry &
Home Care brands in Singapore. DKSH and
Henkel already have a close partnership in
Thailand, Hong Kong and Malaysia, where
DKSH already provides Market Expansion
Services for its Beauty business.
DKSH and Bayer HealthCare extend
partnership in Cambodia
DKSH signed a five-year agreement with
Bayer HealthCare, a specialist in research,
development, manufacturing and marketing
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of general and specialty medicine, to provide
importation, custom clearance, logistics and
physical distribution as well as credit and collection services for both Bayer's Pharmaceuticals and Consumer Care Divisions. DKSH
Healthcare has supported Bayer's growth
in Cambodia since 2003, and also provides
Market Expansion Services for Bayer Consumer Care and Pharmaceuticals Division in
Thailand and China.

DKSH and Freeman Technology
take powder tester to China
DKSH and UK-based Freeman Technology,
an industry-renowned maker of instruments
for the measurement of powder flow properties, have signed an exclusive representation
agreement for the FT4 Powder Rheometer

universal powder tester in China. DKSH
previously provided Market Expansion Services to the company in Singapore, Malaysia, Taiwan and Thailand. DKSH will leverage its comprehensive network in China and
provide sales, marketing, project management and after-sales services.

Support for Cyclone Nargis victims in Myanmar

DKSH brings Kameda Seika's rice
crackers to Thailand
DKSH has entered into an agreement with
Kameda Seika for the marketing, sales and distribution of its range of rice crackers across all
trade channels in Thailand. This will enhance
the visibility of the Kameda Seika brand and
strengthen its presence in Thailand.
DKSH introduces On running shoes
to Japan
DKSH has entered an exclusive long-term partnership to distribute and market On running
shoes in Asia. The first launch took place in
February in Japan. On is an innovative and fastgrowing sports company that was established
in Switzerland in 2010. The most distinctive
feature of On running shoes is the patented
CloudTec® system. Radical, newly designed
rubber elements on the sole, called "Clouds",
absorb both vertical and horizontal shocks, giving a soft landing for a runner's feet. Once on
the ground, the Clouds elements lock firmly,
enabling an efficient and powerful takeoff.
DKSH and Singulus enter Korea's
photovoltaic market
DKSH will provide exclusive representation
in Korea for solar cell applications produced
by Singulus Technologies. DKSH will deliver
market research, marketing and structured
sales services, and will leverage its experience
in the solar market to grow Singulus' presence
in Korea's photovoltaic industry.
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With a visit from an executive delegation on
February 13, 2013, DKSH followed up on its
ongoing support of three schools and a hospital that were built with DKSH donations after
Cyclone Nargis devastated the Irrawaddy Delta region of Myanmar in 2008 in the worstever recorded natural disaster to hit Myanmar.
Immediately afterward, DKSH raised an
impressive USD 800,000 in donations to
fund the local fishing industry, a 16-bed
hospital in Set San village as well as three
schools in Bogalay area that opened in
2009. Focusing on the long term impact of
the project, DKSH continues to donate and
support the hospital and schools.

In 2012, DKSH was able to attract support from other donation groups and clients such as Mepharm to donate urgently
needed medications for the 16-bed hospital
in Set San.
On February 13, Charles Toomey, Head of
Business Unit Healthcare, Varun Sethi, General Manager Business Unit Healthcare in
Myanmar and other key members of the project paid a visit to the region to get an impression of the development and situation on site.
This community support project is an ongoing success story that continues to impact
the lives of patients and children in the Delta
region of Myanmar.
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››The history of international trading firms is

littered with ceased agency agreements. In the
early 20th century, once an agency became
successful the merchant lived in fear of losing
it. Sooner or later, the client company would
try to run the business itself.

"Win some, lose some" was the name of the
game – and merchants sought to possess
enough clients not to become dependent on
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any single agency agreement. The experience
of Diethelm & Co. Ltd, in Bangkok – which
would later become the "D" in DKSH – is a
fine illustration of this fact.
It all began in 1906, when Hooglandt
& Co. bought the Singapore-based Swiss
trading firm Cadonau & Co. The firm's
founder offered the company to Wilhelm H.
Diethelm, who agreed to what later proved a
valuable acquisition. Cadonau & Co owned
some attractive trademarks, including Fan
Tree, which became the signature symbol of
the Diethelm Group.
The firm also held various important
agency agreements, including the distribution
rights for Nestlé's sweetened condensed milk
, which was sold under the Milkmaid brand.
This was an important foundation stone for
Diethelm in Bangkok – and a major success,
given that cow's milk had not previously been
a part of the Thai diet.

Once the brand was firmly established in the
market and yearly sales had exceeded one
million tins, Nestlé cancelled the contract,
preferring instead to develop its own global
distribution network. It was a huge blow to
Diethelm, after delivering such success in the
Thai market.
Thanks to a varied agency portfolio,
notably in the consumer goods segment, Diethelm, Bangkok absorbed the loss. The food
products division was weakened, however,
and would not fully recover until after World
War II, when Diethelm acquired another
Swiss trading house, Beerli & Jucker, which
owned the account for the Bernese Alpine
Milk Company. The Swiss dairy firm also
produced sweetened condensed milk under
the Bear brand.
Despite being barely known in Thailand,
Diethelm launched the Bear product with a
vigorous advertising campaign that went head-
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Growing in Thailand
From Milkmaid to Levi-Strauss, the history of Diethelm & Co.
in Thailand is notable for the winning of key brand accounts.
to-head with Nestlé. It created "floating cinemas" that traveled along Bangkok's klongs (canals) into low-income districts to aggressively
sell the new brand. The publicity worked,
and sales increased – enhancing the Bear
versus Milkmaid rivalry. In 1940, Diethelm
acquired the agency agreement to market
the Swiss-made Ovaltine drink in Thailand,
which placed it in direct competition with
Nestlé's Milo. Sales of Ovaltine soon stole
the upper hand, benefiting from better brand
recognition and Diethelm's extensive distribution network.
The rivalry seemed likely to take another
turn in the early 1970s, when Nestlé acquired
the Bear brand. Diethelm expected to lose
the agency contract, but in a surprise move
Nestlé approached the company to bid for
exclusive distribution rights. The agreement
was signed in 1972, which further enhanced
Diethelm's reputation in Thailand. There was
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a catch, however. Nestlé insisted Diethelm
should ditch the Ovaltine account with Dr.
A. Wander – which belonged to Swiss pharmaceutical giant Sandoz, another important
Diethelm client. Delicate negotiations ensued
clearing the way for the new collaboration between Diethelm and Nestlé.

"In 1940, Diethelm
acquired the agency agreement to market the Swissmade Ovaltine drink in
Thailand"

pricing and distribution practices, and both
parties began to feel pressured by each other
and from within. A separation by mutual consent was signed in 1989, and the Thai media
noted concerns about the future of Diethelm
after losing such a prestigious contract.
Diethelm's food products division was
gradually rebuilt, although it took almost
a decade, as the company acquired a clutch
of new contracts – including Ovaltine, now
owned by Associated British Foods. The new
special products division had also grown
thanks to an agency agreement with the LeviStrauss clothing company. After initially subcontracting to a local manufacturer, Diethelm
invested in modern production facilities of its
own – and another chapter in the company's
history in Thailand began.

The new partnership was not to last. The 1979
Thai Food Act placed stringent controls on
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The globalized snack food
From modest and relatively tasteless origins, the potato chip has become a totem
for the food industry's ongoing adaptation to diversifying consumer tastes.

Lay's Hot & Sour Fish Soup chips

››It's hard to imagine that the potato chip, a

snack enjoyed in multiple flavors around the
world, began life as a humble alternative to
the French fry. In 1853, the chef at the Moon
Lake Lodge in Saratoga Springs, USA, received a complaint that the fries being served
were too thick and bland, so he sliced and
fried a super-thin version and seasoned it with
salt – inadvertently inventing the potato chip.
The classic potato chip (also known in
some countries as a "crisp") grew in popularity as a snack food, particularly after the introduction of waxed paper that kept the chips
fresh and crispy. It wasn't until a century later,
in the 1950s, however, that a company in Ireland called Tayto developed the technology
to add seasonings and create the first flavored
chips, Cheese & Onion.
This new, flavorful approach revolutionized the basic chip, which had previously been
simply cooked and salted – and encouraged
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Calbee's KFC Savory Salt Ginger flavor chips

Lay's Pepsi-Chicken ruffled chips

producers to search for flavor combinations
that would appeal to the tastes of consumers
in different countries.
In recent years, Asia has become a nexus
for this ongoing quest by food producers to
deliver more intense chip flavors. Supermarket shelves in most Asian cities now present a
cornucopia of chip varieties – many of which
are not available in Europe or North America.
Seaweed, Grilled Shrimp, Hot & Spicy
Wonton and Thai Sweet Chilli are among
the portfolio of regionally inspired flavors
produced by Pringles chips. Search the supermarket shelves more carefully, and Wasabi
Flavored Indonesian Shrimp, Beijing Duck,
Roasted Pork, Curry Flavored Potato, and
Hot & Sour Fish Soup chips are among the
myriad options on offer.
Brand collaborations are an emerging
trend in chip making. In Japan, Calbee and
KFC teamed up to create Savory Salt Ginger

Chicken potato chips, while the 2012 launch
of Lay's Pepsi-Chicken flavored chips in
China was inspired by a trend for marinating
chicken wings in cola before cooking.
In addition to chip flavors, product categories are also expanding. Prawn-flavored
crackers are a popular snack in several Asian
countries, and manufacturers are now producing alternatives that include cassava chips,
multiple varieties of corn chips, sweet and
savory flavored rice crackers, sweet potato
chips, banana chips and kale chips.
The diversification of chip options is
spreading worldwide. Lay's recently tested
three new flavors in a competition in the
United States to decide which one would
become a new branded product. The winner
was Cheesy Garlic Bread, which beat out the
Sriracha and Chicken & Waffles flavors. Look
out for them in a supermarket near you, soon.
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